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It is one thing for a Company to extol the value 
of its sales program ... But 


When the sales organization accepts it with real 
enthusiasm and increased activity and sales that means 
something. 


The real test, however, comes in the reactions of 
the buying public. 


Planned Estates... we think this sales plan which Th 
has increased the business of the Company three times 
the average gain for the country, has merit. Ae 


The salesmen who find that it increases the average non 


size sale, cuts down the number of interviews required ~ 
for a sale, and solves their prospecting problem, believe Bri 
the plan has a lot of merit. ws 
But ... when the man on the receiving end of the +e 


plan... Mr. John Q. Buyer, becomes so enthusiastic Lif 
about it that he writes unsolicited letters to convey Life 


this feeling, and gives as many as 25 “referred leads” te 
to the salesman... well, we know the plan has a whale 


of a lot of merit. An 
Atl 
Anyone interested in reading about the Ber 
Estate idea may have a copy of the booklet, Cal 
“Planned Estates”, merely by writing for it to Col 
Cecil C. Fulton, Jr., Superintendent of Agencies. Col 
Cor 
Cor 
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FRAZIER MORTGAGE 
MORATORIUM 


Correction Notice 


We call our subscribers’ attention to an incorrect sum- 
mary of this new law given on page 224 of our August 
l issue. The payments required after the debtor has been 
adjudged a bankrupt are as follows: 

“a. Payment of 1 per centum interest upon the ap- 
praised price within one year from the date of said 
agreement. 

“b. Payment of 2% per centum of the appraised price 
within two years from the date of said agreement. 

“c. Payment of an additional 2% per centum of the 
appraised price within three years from the date of said 
agreement, 

‘d. Payment of an additional 5 per centum of the 
appraised price within four years from the date of said 
agreement. 

“e. Payment of an additional 5 per centum of the 
appraised price within five years from the date of said 
agreement. 

“f. Payment of the remaining unpaid balance of the 
appraised price within six years from the date of. said 
agreement. 

“Interest shall be paid on the appraised price and un- 
paid balances of the appraised price yearly as it accrues 
at the rate of 1 per centum per annum and all taxes shall 
be paid by the debtor.” 


CANADIAN SUPERINTENDENTS 


The Association of Superintendents of Insurance of 
the Provinces of Canada held its 17th Annual Confer- 
ence at St. John, New Brunswick, on September 11, 12, 
13 and 14. A number of addresses were given, one by 
Howard P. Dunham, Superintendent of Insurance of 
Connecticut, and recommendations of many minor 
changes were made by the Standard Committee on Life 
Insurance Legislation. 
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THE WAY OF RECOVERY 


ROM the current “Bulletin” of the National City 

Bank we extract the following. Similar remarks 
have appeared in our columns before. The fundamental 
idea back of the N. R. A. is hopelessly unsound, and can 
lead to nothing but less prosperity in the long run. 
The more we work the more we shall have, and the less 
we work the less we shall have! 


That such a simple and nursery principle, about on a 
par with getting out of the rain to avoid getting wet, 
should be beclouded by phoney statistics on wages, 
prices and the like seems incredible, but that appears to 
be what has happened. 


We respectfully suggest that N. R. A. could be very 
greatly improved upon, by eliminating all work entirely ; 
that is, reducing the hours of weekly employment from 
the presently suggested thirty to zero, thereby giving 
_ the greatest possible benefit to labor; and coincidently 
therewith to raise all salaries at least 500%, which will 
make us all rich. This would have the additional 
advantage of blowing up the whole idea a little bit 
quicker and with less damage than probably will be the 
case. 


Says the bank’s “Bulletin” (the heavy type is ours) : 


“The country has been struggling in depression for now 
about five years, and the cause of it should be plain to every- 
body. The people cannot buy each others’ goods because the 
price relations are out of order, and one side of the disjointed 
relationship ts . badly off as the other; for the groups which 
have relatively low prices are unable to buy and the groups 
which have relatively high prices are unable to sell. One side 
has lost its purchasing power and the other side has lost its 
market and its jobs, with the result that both sides are appeal- 
ing to the Government for support, while the Government con- 
fessedly can support itself only by borrowing. There is no 
remedy except in the balanced price-relations which enable the 
people as a whole to buy everything that can be produced with 
everybody fully employed. This is not a fancy picture, but the 
situation which naturally results when the industrial system is 
in balance. 


* * * * * 


“Recovery from every period of disorganization experienced 
in the past has been accomplished by the free and independent 
efforts of every industry to reduce its costs and prices to enable 
the public to buy more of its products. Improvements in or- 
ganization and equipment, not for the purpose of dispensing 
with labor but to increase the efficiency of labor, as demon- 
strated in the Mills table, and of wncreasing the supply of com- 
forts for the entire population, always have been an important 
factor in recovery. They help in overcoming the maladjust- 
ments between the different parts of the system, which have 
caused the disorder. Always the problem is to restore the ex- 
changeability of products. And so now it seems reasonable to 
believe that instead of accepting the present volume of produc- 
tion as permanent, and either placing a ban upon future im- 
provements in the methods of production of planning to nullify 
their effects by reductions in operating time, the aim should 
be to regain the balanced relations which will afford full time 
and employment for all. It is just as practicable to ‘restore 
the parity’ between the industries on the basis of the 40- 
or 48-hour week, with the comparative abundance which 
it will provide. as upon the basis of a 30-hour week, with 
the scarcity which it must impose.” 





DROUGHT EFFECTS ON FARM 
INCOME 


ECAUSE we know our subscribers will be inter- 

ested in this important item of our national econ- 
omy, we are quoting the best discussion of it we have 
seen yet from the financial standpoint, which 
peared in the “Bulletin” of the National City Bank for 
September. We are not quoting the entire article, but 
certain extracts therefrom. Says the “Bulletin” 


dap- 


Unquestionably the topic of most absorbing interest in the 
trade outlook ts the drouth. lis continuance during the fore- 
part of August in most of the worst affected areas, and 
throughout the month in some, has raised the damage far 
above the expectations that were held earlier in the season. 
The ‘August 1 Government report revealed a decline of nearly 
1l per cent in crop prospects during July, and a further drop 
has probably occurred. In any event the crop yields will te 
the lowest in forty years, pasture and range conditions are 
much the worst on record, and a greater land area and more 
farmers are involved than tn any drouth ever before known. 

The effect of such a calamity upon purchasing power over 
the country is a question which business evidently needs to 
examine very thoroughly. The consequence in the case of a 
farmer x hose crops have completely failed ts of course a total 
loss of purchasing power, destroying his ability to give any 
support to business except as he spends relief payments an ; 
consumes food and apparel recewed from the Government. 
However, those who have good crops will receive better prices, 
and hence have more purchasing power. The average of prices 
on the farm on August 15, according to the Department of 
Agriculture, was 20.8 per cent above last year, and the highest 
since April, 1931. 

By reason of these price advances the whole body of farm- 
ers will have more money to spend this year than last. The 
cash income received from sales of farm products during 1933, 
according to the Bureau of Agricultural Economics, was 
$5,027 ,000,000, including $159 000, 000 of benefit payments. The 
Bureau has also essayed a preliminary estimate of income dur- 
ing 1934, based on present prices. The tentative result is that 
this year's income, including $500,000,000 of benefit payments, 

will be $5,950,000,000. This is an increase of over $900,000,000, 
or nearly 20 per cent. Part of this increase, perhaps 10 to 15 
per cent on the average, will be absorbed by higher prices for 
goods purchased, but a net gain will be left 

During the first half of this year farm cash income includ- 
ing benefit payments was $2,576,000,000, compared with $2,032, 
000,000 in the same period of 1933. According to the foregoing 
estimates the second half year’s figures will be $3,374,000,000, 
compared with $2,995,000,000 a year ago. This ts the figure 
which is of importance to Fall trade. 

It may surprise those who are but casually familiar with 
the sources of farm income that these figures are relatively so 
large, but more of the income than is generally realized is re- 
ceived in States outside the drouth area, or from products not 
especially affected, whose prices have advanced in greater pro- 
portion than the supply has declined. Only about a third of 
the farm income in 1933 was derived from the States worst 
affected by the drouth, namely the tier from the Dakotas and 
Montana down to the Mexican border, between the Rockies 
and the Mississippi. Another third came from the partially 
affected East Central States, the remaining third from all 
others, largely unaffected. Only in the first group will farm 
income this year be lower than last. Elsewhere it will be larger. 

The agricultural importance of the Eastern industrial States 
is frequently not realized. It may be news to some that farm- 
ers i the North Atlantic and New England States alone re- 
ceived as much for their milk, eggs and chickens in 1933 as all 
the wheat growers in the country received for their wheat. In 
the same year the dairy cattlemen of New York State received 
more for their milk than the hog raisers of Iowa for their 
hogs. Throughout the depression fruits and vegetables have 

Continued on page 379 
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t is often difficult for a Field-Man 
to obtain an interview sufficiently long 
to explain what a well-rounded Life 
Insurance Program really is—and what 


it can do for his prospect. 


In its October advertisement* the Met- 
ropolitan tells in plain language how 
to go about building a Program which 
most family men need in order to ob- 


tain as much protection as possible. 


The copy should promote a wider 
general understanding of a modern 


Life Insurance Program. 


** Business Week, Collier's, Cosmopolitan, Forbes, 
Nation's Business, Saturday Evening Post, Time. 


Frederick H. Ecker, President 


METROPOLITAN LIFE 
INSURANCE COMPANY 


ONE MADISON AVENUE, NEW YORK, N. Y. 
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1934 C.L.U. EXAMINATION QUESTIONS AND ANSWERS 


PART I 


NOTE: The accompanying answers to questions which were given in the June 1934 C.L.U. examinations form a composite set made up from the replies 
of various candidates. This set does not purport to show perfect answers to each question, nor to indicate that the answers presented were the best which 
appeared on any paper, but rather to give representative answers. Many of the questions and problems involve the use of judgment on the part of the cand)- 


date. Accordingly, no hard and fast solution could be expected. 
which he applied his knowledge. 


Credit was given for the reasonableness of the candidate's answers and intelligence with 


Candidates for subsequent examinations are particularly cautioned not to use this set of questions and answers as a means of preparation. The answers 
are by no means a short-cut which will take the place of thorough and systematic study of the subjects suggested. Anyone who uses them as such invites 


disappointment since the examination questions each year are framed with the 


idea of testing whether the applicant's knowledge is thorough and comprehensive 


On the contrary, a candidate who has properly studied the various subjects contemplated by the examinations may find a compilation such as this helpful in 


suggesting the comprehensiveness with which questions should be answered. 


He may also find it useful, after completing his preparation, to answer each 


of these questions for his personal information and then compare the results with the answers herein presented. 


LIFE INSURANCE FUNDAMENTALS 


(a) Economics of Life Insurance 


Question |. The 1934 Income Tax Law provides that: “‘Amounts received as 
an annuity under an annuity contract shall be included in gross income; ex- 
cept that there shall be excluded from gross income the excess of the amount 
received in the taxable year over an amount equal to 3 per centum of the 
aggregate premiums or consideration paid for such annuity (whether or not 
paid during such year), until the aggregate amount excluded from 
income under this title or prior income tax laws in respect of such annuity 
equais the aggregate premiums or consideration paid.”’ 


(a) Do you regard the return from annuities as income? Discuss. 


(b) From the standpoint of the economic nature of annuities, do you re 
gard the aforementioned tax as just to the individual annuitant? Explain. 


Answer to Question 1. (a) In determining whether or not the return from 
an annuity is income, the several elements of an annuity must be considered. 
The amount paid to the annuitant each annuity period consists of the follow- 
ing factors: (1) interest upon the funds deposited, (2) part of the amount 
originally paid as consideration by the annuitant, and (3) gains through 
the early death of some of the annuitants. 

The interest element should be considered as income to the annuitant because 
it is actually an investment gain, the same as interest on bonds or mortgages 
would be were the annuitant’s funds otherwise invested by him. 

That part of the return which consists of a refund to the annuitant of 
the principal which he deposited originally should not be considered as in- 
come because it is merely a liquidation of principal created in the past. 
Nothing new has been created. It is comparable to the proceeds which would 
be realized from the gradual sale of his investments were his funds otherwise 
invested. 

That part of the return which arises as a result of the early death of 
some annuitants should be considered as income to the individual annuitant, 
although it is not income to the group of annuitants taken as a whole. To 
the individual, however, it is money which is paid to him in excess of the 
money deposited by him and the interest upon it. This return is possible 
because of the consideration given to the mortality factor in annuity premium 
calculations. 

(b) Since it is impossible to separate the return received by each individual 
annuitant accurately into each of the three elements of which it consists, the 
tax may prove inequitable to some individual annuitants and favorable to 
others. For example, to the annuitant who purchases an annuity and dies 
within a few years, the tax appears inequitable for he will not have received 
a return equal to his principal but still will have had to report a part of 
his return as income for tax purposes. Prior to the 1934 Income Tax Law 
he would have been completely exempt from taxation until] his return had 
amounted to the principal deposited. 

For certain annuitants the tax may be more favorable than that of previous 
years. Relatively few annuitants will be subject to taxation during the early 
years of their annuities since the tax is levied only upon gross income less 
exemptions, and the personal exemptions are still allowed. Even on an 
annuity for which the consideration was $80,000, only $2,400 would be re- 
ported as income and there would be no tax, under present exemptions, to a 
married man unless he has other sources of income. Thus, only annuitants 
with considerable property or income will have to pay the tax. 

In addition, each individual annuitant will find that the time when he 
must report his whole annuity return as gross income has been postponed, 
since it will take a longer time for the payments to him which are exempt 
from taxation to equal the principal sum invested. In the meantime he is 
either exempt from taxation or is taxed in a lower bracket, thus effecting a 
saving as compared with the previous plan of taxation. 


Question 2. “‘A’’ is the sole owner of a successful manufacturing business. 
He has already borrowed short-term funds to the full extent that the bankers 
are willing to grant in view of the available tangible assets. He feels, how- 
ever, that he must have an additional $200,000 of credit in the form of 20-year 
bonds, in view of good prospects for expansion, but finds that private bankers 
are hesitating because of a feeling that the bonds would be difficult to sell, 
as well as doubtful to offer, to their clients in view of the indebtedness already 
outstanding. Present fully a !'fe insurance program designed to make the 
proposed bond issue attractive to bankers and their clients as a dependable 
20-year investment. 


Answer to Question ?. Since “‘A”’ is the sole owner of the business, his 
executive and managerial ability are of primary importance. He has already 
borrowed short term funds to the full extent that his bankers are willing 
to lend in view of his available tangible assets, but he has not borrowed on 
his life value. This intangible value.—his ability to assemble. organize, and 
manage successfully his manufacturing business is a tremendous asset, and 
must be made tangible so that his bankers will be willing to lend upon it. 
He must offer the security of adequate life insurance capitalizing his life 
value. Either $200,000 of ordinary life insurance, or $200,000 or 20-year en- 
dowment insurance, preferably the latter, should be offered. 

With a program cons'sting of either of the above policies complete pro- 
tection is granted to the bond-holders in the event of A’s death within the 
twenty year period for which the bonds are to be issued. The proceeds from 
the insurance can be used to retire the bonds at the time of A’s death if 
the bonds are callable. or to buy them in the open market if they are not 





callable and the price at which they can be obtained is satisfactory, or to 
provide a fund from which they may be paid at maturity. 

If “‘A’’ survives the twenty year period, the bonds will be paid off by 
application of the cash value of the ordinary life policy and appropriation 
of the balance necessary from the business unless an additional sinking fund 
has been established. The reserve of the policy constitute a sinking-fund 
which reduces the investors’ risk each year, but it will not be sufficient of 
itself to retire the issue at maturity. In this respect the 20-year endowment 
insurance is superior. The reserve accumulates as a sinking fund of sufficient 
size to retire the entire issue at maturity. This plan meets all of the re. 
quirements of a good sinking fund. It is created by regular, compulsory 
deposits. The funds are safely invested at a fair rate of interest. The fund 
is managed by experts, is maintained outside of the business, and can be 
arranged so that it is not available for any purpose other than protection 
of the bond-holders. It guarantees the availability of the necessary amount 
at the time the bonds mature, combined with protection of the life value 
throughout the period. 

Additional insurance, probably in the form of a term insurance policy, 
sufficient to cover the short term obligations of the business might be rec- 
ommended. This would protect the bond-holders indirectly, but it is not 
necessary for their protection since the tangible assets of the business are 
presumably sufficient to cover the short term loans. 


Question 3. A prospect, with a dependent family consisting of wife and 
three children, is capable of saving $600 a year. in endeavoring to strike a 
judicious balance in a program of practical living as between the present and 
the future, he followed the plan of paying annually $300 for whole life in- 
surance, and investing the other $300 in investments of one kind or another. 
During the recent depression he incurred a substantial loss on the invest- 
ments in which he had placed $300 annually. Moreover. he has the feeling 
that he has also lost in the dollar value of his life insurance because of the 
devaluation of the gold content of the dollar by nearly 41%. and that there 
might in later years possibly be another devaluation. When approached for 
life insurance he, therefore, takes the position that he does not care to 
increase his life insurance; in fact that it would be better, in view of past 
experience ‘“‘to spend the annual surplus of $300 and get some enjoyment 
out of it.". As a matter of future policy for this prospect. present the rea- 
sons which you regard most effective in convincing him that he should devote 
the remaining $300 of surpius to the purchase of life insurance. 


Answer to Question 3. There are many good reasons why this prospect 
should devote his ‘‘surplus’’ $300 to the purchase of additional] life insurance 
rather than to spend it and ‘“‘get some enjoyment out of it.”’ 

The most important reason undoubtedly is that his present life insurance 
is not nearly adequate to care for his family of four dependents. His present 
insurance estate can hardly exceed $15,000 and his investments must be 
worth but little. His entire estate could not provide sufficient income for 
his family to live upon, even on a much reduced scale. The additional $200 
placed in life insurance will build up his estate sufficiently to provide at 
least the necessities for his family without drawing upon the principal. 

His own old age is not provided for by his present financial program. 
nor by the one which he now plans to substitute. With a dependent fam'ly 
and himself to provide for he should not be thinking of “investments of one 
kind or another,” nor of spending his ‘‘surplus’’. Adequate provision for 
his family and himself through secure financial processes will give the only 
lasting enjoyment which counts. His experience with self-selected investments 
has been unsatisfactory. In life insurance he has a _ cross-section of the 
finest investments in the United States open to him on the installment plan 
guaranteed against loss such as he has suffered with his own investments 
and with a guarantee of completion of his investment program when he reaches 
old age or if death or disability prevents him from completing it himself 

His argument that there may be further devaluation of the dollar also is 
a strong reason for additional insurance. There is, of course, a relationship 
between the gold content of the dollar and its purchasing power. We know 
that today the dollar buys less at the grocery store, the meat market, the 
clothing store, and other places where we spend our income. Further dd 
valuation, therefore. is a reason for increasing the number of dollars avail 
able to the family in order that they may live comfortably in spite of the 
reduced purchasing power of each dollar. 

The insured has not necessarily suffered a loss on his life insurance as a 
result of dollar devaluation, for life insurance dollars are average dollars. 
Since life insurance is a long term proposition, the insured pays to the in 
surance company dollars of both high and low purchasing power. He or his 
beneficiaries may receive payment of his insurance over a period of years 
and be paid in dollars which will be of average purchasing power. Even 
though premiums are pid in cash in a. period of low purchasing power, the 
prospect's experience will be better than with his investments, for with 
them he has lost not only in purchasing power but also in the number of 
@ollars invested. In addition, the dollars paid to a widow by their vers 
nature and importance are worth more than the dollars paid out of surplus 
by the insured during his life-time. 


Question 4. ‘“‘A’s"’ Insurance has a cash surrender and loan value of §$29.- 
000. He feels he must borrow the money and is charged 6% interest. He 
takes the position that it had always been explained to him that ‘that 
money belongs to you anyway."’ and therefore does not see the Justice of 
being required to pay 6% Interest. 
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(a) Is “A"’ the owner of $20,000 cash? If not, what is the precise nature 
of his ownership? 
(b) With respect to that ownership, outline 
promised obligations of the insurance company. 
(c) From an economic standpoint is the insurance company justified in 
charging 6% Interest? Defend or oppose the practice, from an economic 
standpoint, giving your reasons. 


in detail the services and 


Answer to Question 4. (a) “‘A’”’ is not the owner of $20,000 cash. He 
has an equity of that amount in a trust fund, the entire reserves of the 
life insurance company. This trust fund is invested in numerous and diver- 
sified securities, mortgages, and the like, and is not retained in cash. _ 
equity, therefore, represents a cross-section of all these investments. As long 
as the company is under obligation to carry out its part of the contract. 
the reserve belongs to the company. It is only when “‘A’’ releases the com- 
pany from its liability by surrendering the contract that his equity is re- 
deemable in cash. 

(b) With respect to the reserve on ‘“‘A’s’’ contract, the usual obligations 
of the insurance company are, (1) to advance this sum to him in cash upon 
surrender of his contract, or (2) to lend this sum to him in cash upon 
proper assignment of the contract to the company, or (5) to grant extended 
term insurance for the face of the policy plus any dividend additions and 
less any indebtedness to the company, for such length of time as the cash 
surrender value taken as a net single premium will provide, or (4) to grant 
a paid-up policy of the same type as the existing policy but for a lessor 
amount of face value 

The services of the insurance company with respe:t to this investment ele 
ment of ‘“‘A’s"’ policy are, (1) to invest the reserves safely, (2) to earn as 
high a rate of interest as is possible, consistent with absolute safety, (3) 
to provide liquidity for the funds so that “‘A’’ may borrow or surrender 
his policy for its cash value in event of emergency, and (4) to provide him 
with an investment which meets all of the other requisites of a good invest- 
ment, such as regularity and stability of income, freedom from fluctuation 
in value, freedom from managerial care, freedom from loss through personal 
selection of investments, acceptability of denomination and duration and the 


insurance company is justified in charging 6% interest because: 
(1) The company must Y 


earn 3% or 3% % net on its reserves in order to 
be able to pay claims and to meet the future reserve requirements on it 
policies. It has already provided for creciting the insured with interest on 
his reserve when it computed his premium In reality he is not paying 6% 
interest since he is also receiving interest of 3% or 3% % plus his portion of 
the surplus earnings of the company. As a result the investment return on 
his contract may be 5% or more. (2) All of the 6% interest is not available 
to the company as earnings, since it has additional expenses to meet in 
handling the loan. (3) Were the funds not loaned to the policyholder, they 
would be invested elsewhere and produce a net return to the insurance com 
pany of approximately 5%. (4) The companies grant these funds to the 
borrower at a reasonable rate of interest regardless of the prevailing rate 
in the money market. While 6% may appear high now because of the low 
rates prevailing in outside markets, the insured will pay 6% also when 
outside funds are available only at much higher rates, if available at all. (5) 
The rate charged must be sufficiently high to discourage borrowing except 
for real emergencies so that the purpose of the insurance will not be de- 
feated It should also be as hgh as the rate charged by commercial banks 
so that there will be no tendency to switch loans to the insurance companies 
and thus force them into a commercial banking business. 


“A”. “B". and “CC” are stockholders in a close corporation, 
owning respectively 45%, 35% and 20% of the stock. They have decided to 
protect thelr own interests in this corporation for the benefit of their re 
spective heirs, as well as for the benefit of the surviving stockholders, through 
life insurance. Taking “‘A’’ for lilustrative purposes, present all the economic 
reasons why he should favor close corporation insurance for himself and his 
heirs. 


Question 5. 


Answer to Question 5. (a) ‘“‘A’’ should favor stock liquidation insurance 
for himself because in the event of the death of either of the other partners: 

(1) Funds would be provided to retire the stock owned by the deceased 

2) The stock of the deceased is on hand ready to be retired in accordance 
with a mutual agreement entered into during the lifetime of all of the in 
terested parties. 

(3) The stock of the deceased will not fall into the hands of competitors, 
nor will incompetent or unwelcome heirs have to be taken into the business 

(4) There is no drain upon the resources of the corporation because the 
needed funds do not come from its treasury. 

(5) There will be no ill will on the part of the heirs of the deceased. 

(6) The credit of the corporation will not be unfavorably affected as it 
otherwise might. 

(7) While the insurance is for stock liquidation purposes, it may aid in 
relieving the shock to the business resulting from the death of one of these 
executives, and the cash values may be made available for emergencies, but it 
would be better were separate insurance in favor of the corporation carried 
for these purposes. 

(b) ““A”’’ should favor stock liquidation insurance for his heirs because: 

(1) Without his guidance the business may collapse or become less 
profitable. 

(2) His heirs will receive in cash the value of his interest in the business. 
rather than having to depend upon the uncertain income from stock in a 
manufacturing concern or enter into the active management of a business 
about which they may know little or nothing. 

(3) A definite value may be placed upon “‘A’s’’ share in the business or 
a method of valuation determined while all of the stockholders are alive 
If “‘A’s’’ death occurs in a period of depression his heirs will receive the 
minimum value determined for his shares rather than having to sell his stock 
at a great sacrifice. If “‘A’s’’ death occurs in prosperous times his heirs will 
receive more than this minimum value. 

(4) His heirs will not be faced with the possibility of manipulation of the 
business by the surviving stockholders in order to ‘‘freeze’’ them out. 


(B) PRINCIPLES AND PRACTICES 

Question |. “‘A”’ is 30 years old and has a wife and two children (5 and 
10 years of age respectively) to support. He is in ordinary circumstances 
only, having a salary of $3,000, a small paid-for home but no other property 
of account, and no further prospect for a substantial increase in salary. His 
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21, (2) to protect his wife reasonably weli following the attained self-suffi- 
ciency of the children, and (3) to accumulate a decent competency for him- 
self and wife by the time his retirement age of 65 is reached, when premium 
payments are regarded difficult because of anticipated cessation of income. 
What in your opinion, taking into account the limited finances of this pros- 
pect. would be the best insurance program for “‘A’’? Explain sufficiently to 
make your meaning entirely clear. 


Answer to Question 1. Taking into consideration the limited finances of 
““A”’ I would recommend the following program to cover his needs: 

$2,000—Oridnary life for clean up purposes. 

$5,000—Ordinary life with 10 year family income rider. 

$5,000—Ordinary life with 15 year family income rider. 

10,000—Endowment insurance to mature at age 65. 

All of the policies .should contain waiver of premium and the latter three 
should contain disability income benefits, if obtainable. 

(a) In the event of “‘A’s’’ premature death: 

(1) The $2,000 ordinary life should be sufficient to provide for the last 
iliness and burial expenses, and other expenses incurred by ‘“A’s’’ family at 
the time of his death. 

(2) The first family income contract would provide an income of $50 
monthly until the older child reaches age 20. At that time the face of $5,000 
is payable and can be used to provide a smaller monthly life income for the 
widow. 

(3) The second family income contract would provide an additional income 
of $50 monthly until the younger child reaches age 20. Then the proceeds of 
that policy can be used to provide a monthly life income to the widow. 

(4) The $10,000 endowment at 65 would be payable to the widow in the 
form of a monthly life income beginning on the death of “‘A’’. 

(b) In the vent that “‘A”’’ is permanently and totally disabled: 

(1) All future premium deposits would be waived during the period of 
permanent disability without changing his original plan. 

(2) He and his family would receive a monthly income during this period 
of permanent disability. Since most companies issue disability income benefits 
only to the extent of $5 per month per $1,000 of insurance, this would pro- 
vide an income of $100 each month. 

(c) In the event that ‘‘A’’ lives to age 65: 

(1) His $10,000 endowment at 65 will mature and provide a life income 
for himself, or a smaller life income for himself and his wife if she is also 
alive. 

(2) His two family income contracts can be surrendered for their cash 
values since the children will no longer need the protection, and this cash 
= be used to provide additional life income for himself or for himself and 
is wife. 

(3) His $2,000 ordinary life policy would be continued to serve its original 
purpose as a clean up fund. 

With this program “A’’ will have provided for each of the needs with 
which he is concerned. Since he is now age 30, the rate for endowment in- 





352 BEST’S INSURANCE NEWS (Life Edition) October 1, 1934 
* * 
* GUARDIAN LIFE NEWS * 
* er 
Fall Sales Drive Now On! 
« 
Reports are now coming into The Guardian Life’s home office which indicate that the 
Field’s Fall Sales Drive is off to a good start. 
Intensive sales efforts during the Spring and Summer of 1934 were amply repaid—in 
increased earnings by all alert Guardian underwriters. 
Now—with a really great record behind it, and with all of the many sales promotion 
efforts of the Company at its service, The Guardian Life’s Field Force is striding ahead 
—to bigger and better records. 
INSURANCE COMPANY OF AMERICA 
ESTABLISHED 1860 
50 UNION SQUARE NEW YORK CITY 
C. L. U. QUESTIONS AND ANSWERS—Continued | suznee tring ot 5, seasvely, low. and ince be sony tare, a 
chief concern is threefold, namely (1) to protect his family againtt his this ge a will require a budget of less than 20% of his 
premature death until his children reach the age of self-cuMiclency, say age Metle os ak ose Pp al alge Ree ee agg, og Bi Ey Rape 


burden for ‘‘A’’ to provide special educational] policies for his children unless 
he sacrificed some more important element of the above program Conse 
quently, educational policies have been postponed for later consideration. 


Question 2. “‘A”’ represents a stock company writing only non-participating 
business, and “B"’ a mutual company. Both are soliciting “‘C’’, and the 
assumption is that, with the exception of the premium charge, the policy 
contracts in both companies are of the same type (ordinary life) and are on 
the same mathematical basis. ‘‘A’’ emphasizes the lower initial premium 
charge by his company, and its certainty. ‘“‘B’’ contends that the lower cost 
of the stock company during the early years will be overcome in later years 
by the dividend distribution of the mutual company. 

(a) Assuming that “‘C”’ is interested in the cost question raised by both 
solicitors, what facts should “‘A’’ and “B"’ present to make the cost com- 
parison completely adequate and fair as between thelr two companies? 

(b) What other factors should be taken into consideration by “‘C”’ in 
reaching a decision as to the policy which he should purchase? 


Answer to Question 2. (a) “‘A”’’ should present a statement showing the 
premiums paid over a period of 10, 15, and 20 years, together with cash 
values at the end of each period. His statement should indicate that the 
premiums are unchangeable and guaranteed for the entire period. 

“B”" should present two statements, one showing the net premiums over 
10, 15, and 20 year periods based upon the dividend scale now in effect. the 
other showing the net premiums for like periods based upon the actual 
dividend history of his company. Both statements should show the cash 
values of the policy at the end of each period. 

When comparing these statements, interest on the difference in premiums 
should also be taken into account. 

With these facts at hand, “A” and “B”’ can make the cost comparison 
completely adequate and fair as between their two companies. 

(b) Among the other things which “‘C’’ should consider in reaching a 
decision are: 

(1) As to companies: 

a. The ages of the two companies and their past histories. 

b. The total insurance in force in the two companies, and the spread of 
their business. 

c. The surplus, special reserve (other than legal) and capital funds of the 
stock company in comparison with the surplus and special reserve (other 
than legal) funds of the mutual company. 

d. The interest earned on the invested assets of the two companies. 

e. The quality of the management of the two companies, and whether or 
not he desires a voice in the control of the company. 

f. The ratings of the two companies as established by an independent or- 
ganization. 

g. The gain and loss exhibits of the two companies to determine their 
operating efficiency, and the probable future trend of dividends. 





prir 
mat 
liqu 


alsc 


con 


tru 
am 
otl 
mi 








LO the 
unless 


sTpSe 


pating 


gy the 
ash 
t the 
over 
, the 
ctual 
cash 
hums 


rison 


hg a 


’ the 
other 


» OF- 


their 





October 1, 1934 


BEST’S INSURANCE NEWS 


(Life Edition) 353 








—_ 


(2) As to contracts: 

a. The status of the insured upon surrender of his contract, and the liber- 
ality of the contract as to surrender values. oy . 

». The liberality of the contracts as to optional settlement provisions, sui- 
cide, incontestability, aviation, reinstatement, and the like. 

ec. The rate of interest paid on funds left with the company. 

d. The availability of disability coverage. 

(3) As to agents: 

a. The character and ability of the agents involved. 

b. The permanency of the agents should also be considered since ‘‘C’’ knows 
he will need service over the years to come. 


Question 3. Explain the usual provisions appearing in a life insurance 
policy which pertain to each of the following: 

(a) The right of the life insurance company to cancel the contract. 

(b) Protection of the insurer in the event of an understatement of age by 
the insured. 

(c) Protection of the insurer in the event of suicide by the Insured. 

(d) Assignment of the contract. 


Answer to Question 3. (a) Policies usually provide for a period of con- 
testability limited to one or two years. If, during that period, the company 
learns that the contract was obtained through fraud or material misrepre- 
sentation it may tender a return of the premium and take up the policy. 
After one or two years have passed the contract is incontestable except for 
non-payment of premiums, lack of insurable interest, and, in a few cases, 
for actual fraud. 

(b) Policies provide that in case the age of the insured has been mis- 
stated, the amount payable will be that amount of insurance which would 
have been purchased by the premium actually paid at the correct age of the 
insured. This is fair to both the insured and the company, the policyholder 
getting exactly what he has paid for. 

(c) The suicide clause provides for the return of the reserve, or sometimes 
the return of the premiums paid, in the event that the imsured takes his 
own life, while sane or insane, within two years from date of issue of the 
contract. The intentional taking out of insurance in order to collect by 
suicide is a risk not assumed by the company, and it would be contrary to 
public policy to pay such claims. After two years, suicide is not considered 
a deliberate attempt to defraud the company, but is regarded as one of the 
ordinary causes of death. 

(d) The provision that an assignment of the policy is not binding upon 
the company unless or until a copy of it is filed at the home office of 
the company is to protect the insurer from many alleged assignments and the 
delay in settling policy claims which would ensue. It is also stated that the 
company accepts no responsibility for the validity of any assignment. 
Assignments are always open to attack on the ground of lack of considera- 
tion. ete., and when entered into to circumvent the rule relating to insur- 
able interest, will be held to be invalid. 


Question 4. “A” is insured for $150,000, under two policies of $75,000 each, 
made payable to his wife and containing the usual settlement options. With 
respect to the proceeds of this insurance “‘A"’ is anxious (a) to permit the 
principal to be reduced to meet the costs of a collegiate education for his 
two sons, aged 10 and 15 respectively. (b) to allow his wife to reduce the 
principal annually to a reasonable degree to meet unforseen emergency de- 
mands. and (c) to give his wife a life income, but without the right to 
liquidate any part of the principal through the medium of continuous in- 
staliment options, until the youngest child shall have reached age 25. ‘“‘A’’ 
also wishes to leave the proceeds under the administration of the insurance 
company, rather than to entrust the same to a trust company, but is advised 
that his desires cannot be realized with proper flexibility unless the adminis- 
tration of a substantinal portion of the insurance proceeds is entrusted to a 
trust company. Do you agree with this contention, and if so why? Or, can 
“A’s"’ desires be accomplished by leaving all of the insurance proceeds under 
insurance company administration, and if so how? Discuss fully. 


Answer to Queston 4. Whether or not ‘‘A’s’’ desires can be accomplished 
by leaving all of his insurance proceeds under insurance company administra- 
tion depends upon the practice of the imsurance company in question with 
respect to optional settlements. With most companies there is no reason 
why the life insurance company could not handle the situation. 

It could be provided that all of the proceeds be retained by the insurance 
company under the interest option, paying the widow interest monthly at the 
guaranteed rate plus any excess interest allowed by the company. The edu- 
cation of the children could be cared for by providing that upon evidence 
to the company of entrance into an accredited college, university or technical 
school, a certain portion of the proceeds could be paid to the widow for 
each child under the limited installment plan or according to the usual edu- 
cational settlement provisions of the company as the insured may wish. 
Emergency funds may be provided by allowing the widow to withdraw. at her 
discretion, up to $3,000 from the principal in any one year, and not exceed- 
ing a stipulated amount in total. Interest on the balance of the proceeds 
would be continued to the widow until the youngest child reaches age 25, at 
which time she could elect to take the remaining proceeds in the form of a 
life income or continue to receive interest and conserve the principal for the 
children as the insured may desire. 


The insured can write into the settlement provisions any degree of flexi- 
bility he wishes, but discretion as to its use must rest with the beneficiary 
and not with the insurance company. When proceeds are left with the in- 
surance company, there is a guarantee against loss, and the principal is not 
segregated as it would be with a trust company. There may also be savings 
in fees when the proceeds are left under insurance company administration. 

Whether it would be desirable for the insured to utilize the services of a 
trust company depends upon the confidence he has in his wife’s judgment 
and ability to exercise discretion, and upon the nature and amount of his 
other estate. It certainly is not necessary to provide for trust company ad- 
ministration in order to accomplish his purposes. 


Question 5. (a) The teaching staffs in many American universities and 
colleges were advised some years ago that long-term endowment insurance was 
poorly designed to take care of their needs with respect to insurance pro- 
tection and old age support. Instead, there was recommended a twofold plan, 
consisting of two contracts, namely (1!) pure term insurance for a period 
equal to the number of years between the attained age and the retirement 
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Juvenile policies of various types are in increasingly 
greater demand these days. Parents are learning all the 
uses of life insurance in their financial problems and are 
buying policies on the lives of their children for the 
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C.L.U. QUESTIONS AND ANSWERS—Continued 


age of 65, and (2) a deferred annuity, paid for with annual level premiums 
beginning with the attained age and with the annuity benefits deferred 
until age 65, I.e., until the termination of the term insurance contract. 
Do you agree with this advice? Discuss. 

(b) From the following data show how you would calculate the net single 
premium of a deferred annuity, paid for at age 60, with the annuity pay- 
ments to commence at age 70 at the rate of $1,000 per year. 

In view of the limited time available, it is not desired that you make your 
multiplications, additions and divisions. Merely indicate all answers by 
letters, beginning with “A”, and then follow continuously with “B"’, “Cc”, 
etc. In your explanation show the method of computation for only the first 
three years and the last three years. The problem aims to ascertain the 
correctness of procedure and not actual results.) 

(Here followed a section of the American Experience Table of Mortality 
and Table of the Present Values of $1 at 3 per cent.) 

Answer to Question 5. (a) If it is assumed that the annuity referred to 
is a refund annuity with a cash value and death benefit equal to all or part 
of the premiums deposited, the long term endowment would be better than 
the combination of level term insurance and a deferred annuity. The long 
term endowment would give the insured (1) a sinking fund to take care 
of his retirement, and (2) insurance amounting to the difference between 
the sinking fund and the face of the contract. The combined plan would 
give the insured (1) a sinking fund in the annuity equal to its increasing 
cash value, and (2) insurance in a constant amount over and above the 
sinking fund. With this latter plan the amount available to the family 
would increase as their needs for protection decrease. There is no need for 
this extra protection element of the combined plan. In addition, the cost 
of the two contracts would be greater because the teacher would be required 
to pay for this extra protection, because the rates for term insurance are 
higher than for the protection element of endowment insurance since term 
policyholders do not experience as favorable a mortality rate, and because 
the teacher would be required to bear two separate acquisition or loading 
costs. Furthermore, the endowment insurance contract gives greater filexi- 
bility, both when retirement age is reached and during the period of accumu- 
lation, through its settlement and non-forfeiture options. 

If the annuity is a non-refund annuity with no cash value or death benefit, 
the two plans are theoretically the same, the deferred annuity being equiva- 
lent to the pure endowment portion of the endowment insurance. But the 
combination of two separate contracts is subject to the objections of addi- 
tional acquisition costs, higher cost for term insurance purchased separately, 
and less flexibility because of the lack of intermediate values. 

(b) The net single premium of a deferred annuity paid for at age 60 with 
annuity payments commencing at age 70 can be computed by finding the 
present value at age 60 of each payment which the insurance company must 
make, as follows: 

38569 X $1000 X .744094 equals A 
36178 X $1000 X .722421 equals B 
33730 X $1000 X .701380 equals C 


79 X $1000 X .377026 equals W 

21 $1000 X .366045 equals X 

3 $1000 X .355383 equals Y 
Then, (A+B+C+ — — — +W+X4Y) + 57,917 equals the net 
single premium desired 


KK 


There is still another method of computing this net single premium from 
the data given. First, ascertain the amount of money needed at age 70 to pay 
the annuity. Then, find the single premium at age 60 for a pure endowment 
at age 70 sufficient to provide the required amount. 


38569 X $1000 equals A 
36178 X $1000 X .970874 equals B 
33730 X $1000 X .942596 equals C 


79 X $1000 X .506692 equals W 
21 X $1000 X .491934 equals X 
3 X $1000 X .477606 equals Y 
(AA+B+C+ — — — +W+X + Y) 38.569 equals N. S. P. for an 
annuity due at age 70 equals Z. 
38569 
Then ——— times Z times .744094 equals the net single premtum desired 
57917 


PART tl 
LIFE INSURANCE SALESMANSHIP 

Question |. If your company asked you to prepare a chapter on ‘‘Pros- 
pecting”’’ for its Sales Manual, in order that the book may contain ‘‘prac- 
tical and usable information,”’ outline in detail the material you would 
submit. 

Answer to Question 1. A chapter on “Prospecting’’ for a Sales Manual 
should contain the following information: 

(a) The Importance of Prospecting. 

(1) The need for making prospecting a daily, continuous, major activity. 

a. Before you can sell anything you must have someone to whom to sell 

b. Minimum weekly quota of new prospects to keep new blood coming into 
the prospect reservoir, and a constant supply of new leads. 

(2) The salesman should be prospect conscious continuously. 

(b) Definition of a Prospect. 

(1) Time should not be wasted on all suspects. 

(2) A prospect is a suspect who has, 

a. A need for insurance, 

b. The ability to pay the necessary premiums, 

c. The ability to pass the physical examination. 

d. And who is approachable by the particular agent. 

(c) Logical Sources of Prospects for a New Agent. 

(1) Friends and acquaintances. 

(2) Former schoolmates, teachers. employers or fellow-employees. 

(3) Tradespeople and professional people with whom the agent has done 
business. 


Continued on page 356 
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THE CONTINENTAL AMERICAN 
LIFE INSURANCE COMPANY 


WILMINGTON DELAWARE 


is inaugurating a permanent company 
development plan with 


SUPERVISORY and 
DISTRICT MANAGERSHIP OPENINGS in 


District of Columbia New York 
Maryland Pennsylvania 
Massachusetts Virginia 

New Jersey West Virginia 


for men who have: 
A REASONABLY GOOD ANDA STEADY 
PERSONAL RECORD ... 
WHO NOW DESIRE TO BUILDA UNIT 
OF THEIR OWN ... 


reasonable financial backing . . . liberal organization reward .. . 
opportunity of permanent salaried managerships . . . service salary 
retirement contract for personal production .. . 


THE CONTINENTAL AMERICAN 
LIFE INSURANCE COMPANY 


WILMINGTON DELAWARE 
Address D. E. JONES, Vice. Pres. 
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“_ -- Even in a Filling Station” 


“Yessir.” remarked a local business man, “a boy 
has to have a college education nowadays to get a job 
even in a filling station.” 


Thus has “the man in the street” come to realize 
that Industry, in recruiting man-power and future 
leaders, increasingly gives preference to the trained 
mind. 


For young men and women who plan to pursue 
professional careers college preparation is an indis- 
pensable requirement. 


The recent openings of colleges throughout the 
land put higher education prominently in the public 
thought. Underwriters should find this an opportune 
season for making known the services of Educational 
Insurance. 
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MAKING PROGRESS 
¢ BY SERVING . 


Large Enough To Inspire Confidence 


Small Enough To Give Sincere Home 
Office Co-operation and To Afford Per- 
sonal Contact With Each Field Man 


Strong Enough to Afford Exceptional 
Opportunities for Aggressive Men of 
Character and Integrity 


Attractive Agency Openings—Ask For 
Full Information 


FIDELITY UNION LIFE 
INSURANCE COMPANY 


DALLAS, TEXAS 


EARL B. SMYTH, L. C. BRADLEY, 
President Vice President and Agency Manager 
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C.L.U. QUESTIONS AND ANSWERS—Continued 


(4) Neighborhood residents. 

(5) Members of organizations to which he belongs, such as churches, lodges, 
clubs, fraternities, etc. 

(6) Relatives. 

(d) Other Sources of Prospects. 

(1) Newspapers—births, deaths, marriages, business changes, promotion 
home purchases, etc. 

2) Trade journals. 

(3) Membership lists of clubs, churches, etc. 

(4) Classified lists and directories. 

(5) Mortgage and other legal public records. 

(6) Referred leads from 

a. Old policyholders. 

b. Friends and relatives. 

c. Influential members of the community. 

(e) Methods of Prospecting. 

(1) Cold Canvass. 

a. Calling on those who are unknown to agent or about whose affairs little 
is known. 

b. A difficult method, but valuable in establishing new contacts and keep- 
ing the agent alert. 

c. Often requires two interviews, the first to secure information or deter- 
mine needs, and the second to make the sale 

(2) Endless Chain. 

a. Leads obtained from those to whom you have sold and who are satisfied 
policyholders. 

b. Called the “‘endless chain’’ because A refers you to B and C: B refers 
you to D and E, and C refers you to F and G; the process continuing 
indefinitely. 

c. Good method since card of introduction or recommendation is usually 
given from one to the other. 

(3) Centers of Influence. 

a. Leads obtained from person having influence with those whom he nr 
ommends. 

b. Ministers, public officials, bankers, employers and the like are gg 
centers of influence. 

c. Good method since the recommendation of the center of influence is 
respected 

(f) System of Prospect Files. 

(1) System is necessary in keeping records to enable intelligent use of time 

(2) Methods of Filing 

a. Master file—containing names of all prospects and complete data on 
each—filed alphabetically. 

b. Geographical file—containing names of prospects filed by addresses. so 
that agent can save time by bunching calls in one locality 

c. Chronological file—containing names of prospects filed by dates of age 
changes or other dates which make it desirable to call upon the prospect 
at that time. 

(3) Avoid a complex system requiring time which should be used in in- 
terviewing prospects. 


_ 


— 


Question 2. (a) X has just signed an application for life insurance. Ana 
lyze the application form (from memory) and set forth five distinct sources 
of leads therefrom for new prospects 

(b) Explain briefly five developments within the life insurance business 
since 1929 which should create new prospects for you 


Answer to Question 2. (a) The application for life insurance may be 
divided into three parts, (1) the statements of the applicant to the agent 
2) the statements of the applicant to the medical examiner, and (3) the r 
port of the medical examiner 

The statements of the applicant to the agent pertain to 

a. The name, home address, and business address of the applicant 

b. The name of the applicant’s employer, and the nature of his past and 
present occupations or businesses, 

c. The date and place of the applicant's birth 

d. Information relating to the applicant’s intention to travel, t 
in aviation flights, or to change his occupation, 

e. Information as to pending applications for other insurance, rejected 
applications in the past, and existing insurance carried, 

f. Nature and amount of the insurance applied for, 

g. The desired beneficiary designation, nature of the insurable interest of 
the beneficiary, and the rights retained by the insured or granted to the 
beneficiary, and 

h. Whether disability or double indemnity benefits are desired. 

The statements of the applicant to the medical examiner pertain to 

a. past illnesses and operations of the applicant, together with the names 
of physicians consulted within the preceding five years, 

b. present condition of the applicant’s health, weight, age, and the like. 

c. the use of drugs or intoxicants, 

d. the family history of the applicant giving the names of his father. 
mother, brothers, and sisters together with their ages if living, or ages at 
death, and cause of death, if dead. 

The medical examiner’s report gives information obtained from the physical 
examination of the insured including his blood pressure, weight, height, pulse. 
results of urine analysis, chest expansion, and considerable other information 
of the same type. 

Sources of leads which may be obtained from the application for insurance 


engage 


e, 

(1) Place of residence—suggests solicitation of neighbors. 

(2) Place of business—suggests solicitation of associates, employer, or 
fellow-employees. 

(3) Occupation—suggests others in the same occupation. 

(4) Names of beneficiary and contingent beneficiaries. 

(5) Names of father, mother, brothers and sisters. 

(6) Names of physicians or surgeons consulted by applicant. 

(7) Names of references, which some companies request in order to facili- 
tate an inspection report. 

Five developments within the life insurance business since 1929 which 
should create new prospects for me are, 

(1) The stability of life insurance and the availability of life insurance 
values have made people realize that in life insurance their savings and in- 
vestments will be safe and liquid. 

(2) Extensive advertising, both institutional and _ specific, has brought 
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insurance service to the attention of thousands and has pointed out how 
their needs may be cared for. 

(3) Improvements in the fleld of annuities and combination insurance— 
annuity contracts make them more attractive and open a new field of pros- 
pects. For the man who has lost heavily, modern contracts guaranteeing 
future income, and protection in the meantime, are most attractive. 

(4) New policy forms which have been instituted by the companies, such 
as family income contracts and modified life policies, cover the needs of 
many people more efficiently than was possible heretofore. 

(5) Many companies have opened new fields of prospects by granting of 
contracts to women and to applicants at younger ages than formerly. 


Question 3. (a) What factors enter into a good approach? 

(b) What should the approach accomplish? 

(c) An approach in a mortgage insurance sale was made in the following 
way. Would you regard this as effective? Explain why, or why not. 

“Mr. Jones. | understand you have a new home on Maple Avenue. i'd 
like to have a house out there myself, for | think there’s no question that 
it will always be a desirable place to live. it’s about that question I wanted 
to talk to you. You've bought it so your family will always be able to enjoy 
it, haven’t you?’’ 


Answer to Question 3. (a) The factors entering into a good approach are, 
(1) A pre-approach that has supplied certain essential information regarding 
the prospect, so that the agent may approach the prospect with confidence 
and create in the prospect a feeling of confidence in the agent, 2) the 
right time, place, and setting, (3) the personality, dress, poise, voice, and 
manner of the agent, and (4) an opening question or statement designed to 
secure the attention and interest of the prospect. 

(b) All that any approach should aim for is to get the right to an inter- 
view wherein the prospect will give the agent and life insurance reasonable 
consideration. It should do this by securing the prospect's attention, arousing 
his curiosity, and obtaining his interest. The prospect should not be tricked 
into an interview. 

(c) This approach is excellent. It starts with the familiar (his home), 
to proceed into the unfamiliar (protection for the home). The agent has 
approached the prospect with the “‘you’’ attitude. It secures attention and 
interest, for everyone is interested in his home. and more especially in his 
new home. A favorable atmosphere has been created by the apparently sincere 
compliment of the agent. It immediately plays upon the prospect's emotions 
by introducing his family, and arouses his curiosity as to why they may not 
always be able to live there. The question asked demands a ‘“‘Yes’’ response, 
which leads directly to the point of the interview. 


Question 4. (a) What are the principal parts of a complete written sales 
presentation? 

(b) Indicate the general objective of each part and show how the sequence 
logically leads to a completed sale. 


Answer to Question 4. (a) A complete written sales presentation should 
include, 

(1) The prospect's name. 

(2) An introduction to the subject of the letter. 

(3) An interesting presentation of the particular problem or need. If a 
complete program is to be presented this should include, 

a. an outline of all of the prospect's needs, 

b. his present insurance estate, 

c. his present ‘‘other’’ estate, and 

d. the extent to which his needs are not provided for. 

(4) A presentation of the plan suggested to meet the particular problem, 
or, if a complete program, to meet each of the prospect’s needs. In the 
latter case this would include a discussion of the settlement options, surrender 
values, and dividends, showing how each fits into the plan as a whole. 

(5) A presentation which aims to create desire through arousing the in- 
stincts and emotions of the prospect. 

(b) A written sales presentation is not different from an oral presentation 
although frequently greater care is given to its preparation. The first two 
parts given above take the place of the approach. Placing the prospect's 
name at the beginning of the presentation points out to him that special 
consideration has been given to his particular case, that the plan is designed 
especially for him This secures his attention. The introduction should be 
phrased to arouse his curiosity and create interest in the problem and its 
solution which are to follow. The third section is to retain the interest of 
the prospect by presenting his picture, and to set forth the problem or prob- 
lems which must be solved. In the fourth section, the solution is presented. 
Here the appeal is to the prospect’s reason, to establish the convictions 
which he must have before he will take action. Life insurance must appear 
as the only solution, or the most satisfactory solution to his problem. Since 
few people buy or take action upon the basis of reason alone, the prospect 
must be incited to action. Hence, the fifth section presents emotional ap- 
peals which arouse impulses necessary to bring the prospect to action. The 
combined effect of reason and emotions pulling in the same direction leads 
the prospect to a favorable decision. The sale is completed. 


Question 5. Qutline fully all the needs for life insurance of a young man 
without Immediate dependents. Select one of these needs and prepare a brief 
sales talk thereon—seiling the need and not a policy. (Use your own facts.) 


Answer to Question 5. (a) The needs for life insurance of a young man 
without immediate dependents are, 

(1) To protect parents who have invested a great deal of their time and 
money in his education and support. 

(2) To provide against the possibility of devastating expense to his family 
in case of death preceded by a long illness requiring hospitalization, doctor's 
fees, etc. 

(3) To provide protection for his probable future family, and obtain the 
benefit of the present lower premium so that it will not be so difficult at a 
time when his expenses increase greatly. 

(4) To provide a systematic plan of saving and investment in order to 
guarantee the accumulation of an estate for old age. 

(5) To accumulate an emergency fund for use in case of accident or illness, 
unemployment, or upon the presentation of a business opportunity. 

(6) To provide collateral for credit purposes for further education or to 
start in business. 


Continued on next page 

















The Ship That 
Weathered The Storm 


Many ships floundered and went down in the storm 
seas of depression . . . many crashed on the sharp 
rocks of disaster . . . but the sturdy craft that with- 
stood the storm was the good ship “Life Insurance”. 
She sailed proudly into the Port of Public Confi- 
dence safely carrying her cargo of financial security 
for millions of families. 


You, the representative of Life Insurance, can feel a 
just pride in the stability of this great American In- 
stitution. It has been one of the developers of this 
modern civilization. . . . It has made life and prop- 
erty more secure ... and today it sails on to greater 
possibilities than ever before. 


THE MIDLAND MUTUAL 
LIFE INSURANCE COMPANY 
Columbus, Ohio 
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“Two Prospects” 


Ow Juvenile contracts 
offer a very definite and 
binding agreement, under 
which a youngster's fu- 
ture protection or college 
education may be defin- 
itely assured. 


Like the “Two Prospects”, 
the insurance may begin 
at birth, and the Scranton 
Life guarantees all future 
premiums without inter- 
ruption, in the event of 
death or disability of the 
payor. Our Juvenile con- 
tracts offer a wide variety 
of plans, adaptable to in- 
dividual cases. 


We have some attractive 
territory for energetic and 
intelligent agency men, 
which we will be glad to 
discuss. Write for detail 
information. 


THE SCRANTON LIFE 
SCRANTON, PENNSYLVANIA 


WALTER P, STEVENS, President 
(Box 150) 











IF the United Life and Accident Insurance 
Company was just another life insurance 
company agents would find in its complete 
line of policy forms, liberal agency con- 
tracts, and its Home Office service an ample 
opportunity for earning a living. 


BUT, the addition to the above combination 
of liberal accident benefits issued only to 
life policyholders provides United Life agents 
with additional selling points and additional 
commission per thousand. It will pay the 
energetic, reliable and trustworthy life under- 
writer to write for full details to the United 
Life and Accident Insurance Company, Con- 


cord, New Hampshire. 


General Agency Contracts available at Bangor, Me.; 
Cincinnati, Ohio; Toledo, Ohio; Erie, Penna.; Harris- 
burg, Penna.; Altoona, Penna.; Williamsport, Penna. 


UNITED LIFE 


and Accident Insurance Company 
CONCORD, N. H. 
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C.L.U. QUESTIONS AND ANSWERS—Continued 


(b) Presentation of sales talk covering need No. 1. 

“Bill, I want to congratulate you on your graduation and the splendid 
record you made in school. I'll bet your Mother is mighty proud of you, 
and I don’t blame her, for she should be. You should be mighty proud of her, 
too, Bill, for she has done a lot in order that you could go to school. We 
often don’t appreciate how much our folks do for us, and don’t think much 
about it. And they really don’t expect anything in return except that we 
do our best to make good. I imagine you are glad you are out of school and 
working now so that you can help your Mother out, and show her that she 
made a good investment when she made it possible for you to continue your 
education. I know you will, Bill, but that takes time. Have you thought 
about what might happen in the meantime? Have you adopted any sure plan 
of reimbursing her so that her sacrifices will not have been in vain in case 
anything did happen. I know she isn’t dependent upon you and doesn't 
expect you to do it for her, but after all that’s the least we can do for 
our folks—return to them their investment in us. My company, in case of 
your death, will see to it that your Mother is repaid by sending her a check 
every month as long as she lives if you agree to save only $XX per month 
with us. That's a good proposition, isn’t it?’’ 


Question 6. (a) Explain the term “Visual aids in selling.” 

(b) Give two Ililustrations of visual selling. Describe each fully. 

(c) Do you think visual aids are effective? Explain. 

Answer to Question 6. (a) Visual aids in selling are pictures, graphs. 
charts, programs, or objects which help the prospect to visualize a benefi' 
a need, or a future situation. 

(b) An illustration to show the value of adding $5,000 to an insured’s 
present program of $10,000, where the total principal sum is used to provide 
an income of $100 per month, using both principal and interest, is shown 
below. 


What an additional $5.000 will do! 


Amount of Insurance Will provide $100 per month for......... Total Paid 
First $5,000 4 yrs., 8 mos. $5,600 
Second $5,000 6 yrs., 2 mos. 7,400 
Third $5,000 8 yrs., 4 mos. 10,000 


Aggregate paid under all three $5,000 policies $23,000 


The figures given above are rough estimates. They would be worked out 
accurately for an actual presentation, depending. of course, upon the rate of 
interest assumed. The value of adding $5,000 of insurance to extend the 
income of $100 per month for an additional period of 8 years and 4 months. 
almost double that of the first $5,000, is clearly shown. The insured can 
visualize the income from his insurance affording protection a longer distance 
into the future. 

Another illustration is the use of pictures in selling a retirement income 
contract. One picture shows a contented old gentleman lounging in a club, 
or fishing, or golfing, or departing on a trip. Another shows a poor old man 
in working clothes, pushing a lawn mower or doing some other sort of ap 
parently unenjoyable but necessary work. The prospect can visualize himself 
in old age in the circumstances of these two men, the one by making acde- 
quate provision for his old age, the other by neglecting it. 

(c) Visual aids are very effective. They crystallize a situation before the 
prospect's eyes and make one’s ideas much more definite and appealing. In- 
surance and its benefits are intangible. Visual aids attempt to make them 
tangible. The eye is much more receptive than the ear and registers con 
siderably more upon the mind. Visual aids assist in getting the prospect to 
focus his attention upon a proposition and maintain his interest. At the 
same time the underwriter may observe his reactions. Pictures with emo 
tional appeal are also effective motivating factors. 

Question 7. Explain the psychology of 

(a) Assuming a close. 

(b) “Selling” the examination. 

(c) The “Yes” attitude. 

(d) A commitment on a minor point. 

(e) Getting the prospect to perform some physical act. 


Answer to Question 7. (a) The psychology of assuming a close is that a 
prospect likes to have a solution presented and the way made easy for him 
to act. His inertia and unwillingness to admit that he has been sold make 
it almost impossible for him to come right out and say, “‘Yes, I'll take it.’’ 
Consequently, when an opportunity presents itself, the underwriter must 
assume that the prospect has decided favorably and act accordingly. This 
furnishes the prospect with the necessary ‘“‘push’’ that helps him make up 
his mind to buy. It also makes it easier for him to buy than to refuse. 
which of itself is a valuable factor in closing the sale. 

(b) In selling the examination the salesman frequently resorts to the fear 
instinct, based upon the prospect’s concern as to whether or not he can get 
insurance. The prospect is put into the position of selling his physical con- 
dition to the company. The fighting instinct also may be aroused, the pros- 
pect wanting to show that he is in good physical condition and can pass. 
Desire for anything is increased by the difficulty in getting it. 

(c) The “Yes’’ attitude is valuable psychologically since it puts the 
prospect in an affirmative frame of mind, gets him into the habit of saying 
““Yes"’ to your questions, and makes it easier for him to say ‘‘Yes’’ when you 
finally ask a question which will commit him to the proposition. It is an 
attempt to ‘“‘toboggan’’ the prospect by getting “‘Yes’’ replies to questions on 
matters with which he is familiar and about which he has favorable con 
victions, then presenting a question which commits him and to which he 
cannot answer “‘No’’ without refuting his previous convictions. 

(d) Commitment on some minor point is assumed by the underwriter to 
commit the prospect on the whole proposition. It would be disastrous 
psychologically to say. “‘Do you want this policy?’'" Men hesitate to make 
extremely important decisions, but are willing to agree on less important 
points. Having agreed as to the disposition of dividends, or the naming 
of the beneficiary, the prospect cannot refuse to take the contract without 
retreating or admitting he was wrong. He is also saved the necessity of 
making a major decision and admitting he has been sold. 

(e) Completion of the sale involves a motor activity—the applicant must 
sign his name to the application. Getting him to perform some physical act 
is a preliminary move to getting him to write his name. It “loosens him 
up.”” It overcomes his physical inertia and gives him an easier feeling. 
Being on the move, it is less difficult for him to e¢ontinue when you hand 
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ST. LOUIS MUTUAL LIFE INSURANCE COMPANY 

) 

ST. LOUIS $3 $3 MISSOURI , 

F. H. Kreismann, President 

One of the oldest and strongest in the Business 

Reliable representatives desired in Kansas, Illinois and Missouri. 
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him the pen. It is like using low and second gears in starting a car before 
going into high. It might be possible to start in high, but too great a strain 
would be put upon the motor. 


Question 8. Outline briefly the motivating factors which have appeal in 
presentation of policies to meet the following situations: 

(a) Business insurance for liquidation of a partner’s interest. 

(b) Insurance for education of children. 

(c) Salary continuance or readjustment problems. 

(d) Middle or old age. 


Answer to Question 8. (a) In presenting insurance for the liquidation 
of a partner's interest we may appeal to the reason of the prospect as well 
as to his instincts and emotions. Either type of appeal may motivate him 
to action. All of the reasons for partnership insurance may be presented as 
motivating factors. These are sufficiently familiar not to require repetition 
here. 

The instinctive appeals are primarily appeals to the acquisitive instinct, 
the sex or parental instinct, and the desire of everyone for approval of others. 
From the viewpoint of the partner as the one to be the first to die, he 
wishes to pass on to his heirs the full value of his share in the business 
and he does not want them to be obliged to continue to deal with the sur- 
viving partner (sex or parental instinct), and he wishes to be looked upon 
as one who has made adequate provision for his heirs (desire for approval). 
From the viewpoint of the partner as the survivor, he wants the business as 
his own if his partner dies, free from interference by the heirs of the de- 
ceased (the acquisitive instinct). 

(b) Probably the greatest motivating factor in selling insurance for the 
education of children is the appeal to the parental instinct. Every parent 
wishes to see that the children for whom he is responsible are given every 
opportunity that life has to offer. Other appeals may be based upon the sex 
instinct, to relieve the wife of the heavy burden of providing educational 
funds after his death, or upon his desire for approval, since other successful 
fathers are providing educational funds for their children. 

(c) Salary continuation or readjustment insurance is motivated by love 
for one’s wife and children (sex and parental instincts). The distressing 
situation in which the wife finds herself when suddenly forced to assume 
financial guidance of the family, at a time when she is benumbed by grief, 
may be dwelt upon. No man wants to impose upon his family a sudden 
change in their scale of living. but wishes to ease their distress by providing 
for a gradual transition over a period of time Pride, fear for the welfare 
of his family, and desire for the approval of others may also be appealed to. 

(ad) Provision for middle or old age may be motivated by appeal to the 
acquisitive instinct or desire for self-preservation. We don't want to be 
dependent in our old age, or carry a tin cup, or st penniless on a park 
bench. We all desire comfort, independence, the ability to gratify our de- 
sires, and all that money will buy for us. Appeals to acquired interests, 
emphasizing the prospect's hobbies or desires for travel and recreation, often 
are effective. The prospect may also be motivated by fear of old age de- 
pendence, desire for leadership, or desire for the approval of others. 


Question 9. xX has $25,000 of life insurance on the 20 payment life plan, 
purchased ten years ago, which has recently been encumbered by a full 
policy toan. X has recently been approached to drop this insurance and 
take out the same amount of new insurance on the ordinary life plan. You 
were not the original agent, nor is the existing insurance in your company. 
The policy does not contain waiver of premium, disability income, or double 
indemnity benefits. 

You are requested by X to advise him. Outline fully your advice and 
describe the (a) ethical, (b) legal, and (c) practical implications involved. 


Answer to Question 9. I would advise X to keep his present policy and to 
make such repayments upon the loan as he finds possible. If the burden of pre- 
miums and interest upon the loan are too heavy for him to carry it might 
be possible for him to obtain a reissue of the policy from the original com- 
pany on an ordinary life basis as of the date of the original policy. This 
would require a medical examination which, presumably, he could pass if 
he could get the new insurance suggested by another agent. It would also 
reduce his loan by the amount of the reserve released, and would reduce 
his annual outlay since the premium would be lower and the interest on the 
loan would be less. 

(a) Ethical reasons—My first obligation is to X, rather than to attempt 
selfishly to secure a commission by encouraging him in the idea of dropping 
his present contract and purchasing a new one from me. “It is contrary to the 
ethics of my profession to encourage anyone to drop or cancel an existing 
policy whether or not it is replaced with another. It destroys existing values, 
creates an uncertainty in the mind of the insured as to the soundness of his 


insurance program, and, almost without exception, is financially unprofitable 


to the insured. 

(b) Legal reasons—It is contrary to the insurance laws of most states to 
advise X to drop his policy and secure a new one unless a complete com- 
parison is made on all points involved and there are no misrepresentations. 
Such a complete comparison is almost impossible, or if it is made, the in- 
sured will see clearly the advantage of retaining his present insurance. There- 
fore such advice frequently leads to ‘“‘twisting’’, subjecting the agent to 
prosecution, revocation of his license, and a fine. 

(c) Practical reasons—X is bound to lose in the proposed change. He has 
a policy which is ten years old with only ten more payments to make 
before the policy is paid up. On the new policy he would have to continue 














payments for the whole of life, or take a paid up policy in old age for 
a reduced amount, or surrender the contract for a smaller cash value. The 
new policy would have no cash value until two or three years’ premiums have 
been paid whereas his present policy will have a rapidly increasing cash value 
each year, including this one. It is unlikely that the cash value on a new 
ordinary life policy in ten years would be as great as the remaining cash 
value on the 20 payment life ten years hence even though the loan is not 
repaid. 

X is ten years older and consequently the premiums for the same type 
policy would be higher now than ten years ago. The new premium on an 
ordinary life policy now would be almost as great as on the present 20 
payment life policy. 

The old policy has its acquisition expense paid for. A new policy would 
require this to be provided for at the expense of X. This would occur either 
through higher loading on the new policy or through relatively lower divi- 
dends during the earlier years of its existence. 

If X will be in a position to make any savings in the future, he should 
be certainly encouraged to view repayment of his loan as an investment which 
enjoys a great many advantages that other investments will not have. 

The old policy is incontestable and free from suicide restrictions. The 
new policy would be contestable for a period of two years. It would also 
be subject to the suicide clause which is disadvantageous to the insured. 
Even though he might never contemplate suicide, his death might occur 
under suspicious circumstances and cause delay and legal expense to his 
beneficiary in collecting. 

Finally, I would discourage the idea in no uncertain manner if for no other 
reason than that this act may induce X to do likewise with a new policy 
ten years from now. 


Question 10. (a) Name three distinct methods of meeting objections. 
(b) Describe each method and illustrate by a specific example how and 
under what circumstances each should be employed. 


Answer to Question 10. (a) Three distinct methods of meeting objections 
are: 

(1) The ‘‘Head-on’’, or emphatic denial method. 

(2) The ‘‘Boomerang’’, or direct return method. 

(3) The ‘Yes, but’’, or indirect return method. 

Objections may also be “‘Passed up’’ or avoided, or deferred for later con- 
sideration, but these are not methods of meeting them. 

(b) (1) Emphatic denial may be made where absolutely necessary to de- 
fend you, your company, or the institution of life insurance. 

“The insurance companies are the biggest gamblers in the World.’”’ 

“That is absolutely not true, John, and you know it! Where did you get 
your ready cash when everything you had went down with a crash in 1929? 
What institution stood firm and carried out all of its obligations during the 
years that followed?”’ 

It is not good salesmanship usually to deny point blank a _ prospect’s 
statements. Usually it serves only to antagonize him. You may win the 
argument, but lose the sale. Therefore this method should rarely be used, 
and then only when necessary to defend against attacks on character or good 
faith. 

(2) The boomerang method can often be used to good advantage to turn 
an objection into a point in your favor. The objection advanced may be 
the very reason why the prospect needs insurance. 

“T can’t consider insurance now because I’ve just bought a house and I 
must pay off the mortgage.’’ 

“That's the very reason why I called, Mr. Jones. You may never have 
considered it in this light, but don't you see that that is one of the very 
reasons why you should increase your insurance now. You want your wife to be 
able to pay off that mortgage if you should die before you’ve been able to 
pay it off yourself, don’t you?’’ 

(3) The indirect return, or ‘Yes, but’’, method shows the prospect that 
you appreciate his point of view but have an alternative to offer. Good 
sportsmanship requires him to listen to your point of view. 

“I can’t afford the premium on this insurance now.”’ 

“Yes, I realize that we are all going through a rather difficult period 
just now. But if you, with your business ability, find it difficult to set aside 
the $25 per month which this policy requires; how utterly impossible it would 
be for Mrs. Jones to get along without the income this policy would provide 
after your income has entirely ceased. Surely you can more easily afford it 
now, than she can afford to be without it when you are gone.’’ 

In conclusion, these methods must be adapted to the particular type of 
prospect when it has become apparent to the salesman that the prospect 
will likely react in a certain manner. The whole purpose, of course, is to 
answer his real objections intelligently and convincingly with as little em- 
phasis on the negative side as possible. The purpose also is to dispose of 
excuses as quickly and as painlessly as possible, and get the prospect in a 
mood where the interview can proceed, and the close be facilitated. 


PART Il! 
GENERAL EDUCATION 


Note: A special grade on English will be given each candidate for this 
examination. It will be based upon grammar, spelling, punctuation, para- 
graphing, and other factors essential to the writing of good English. 

(Answer any three questions) 
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The Problem of Selling 
the “Family Man” 


OR four and a half years NY NL fieldmen have been able to offer “doubled” 
life insurance protection to their “family man” clients through the Com- 
pany’s Home Protector policies, in which type of insurance NYNL was a pioneer. 


Now, commensurate with present day demands and popularity, the service 
rendered by the Home Protector policies has been extended to practically every 
life insurance contract the Company issues. This timely step (that cannot help 
but mean more sales) has been achieved through the development of NYNL’s 
Family Income Plan. 


Requiring only a small additional premium outlay, the Family Income Plan 
provides that in event of the death of the insured within 10, 15, or 20 years from 
the date of issue of his policy (depending upon the plan selected) a monthly 
income of $10 per thousand of face amount will be paid to his beneficiary for 
the balance of the designated Family Income period. At that time the full face 
amount of the policy becomes payable in one sum, or can be converted into a 
life income. The slight additional premium for this added benefit is payable 
for only 8 years on the 10 year plan, 12 years on the 15 year plan, and 15 years 
on the 20 year plan. 


Equipped with this new weapon, NY NL fieldmen are prepared to meet and 
solve any family man’s life insurance problem. 


NORTHWESTERN NATIONAL N 
LIFE INSURANCE COMPANY 


O. J. ARNOLD. pacsiocnr 
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C.L.U. QUESTIONS AND ANSWERS—Continued 


(a) Eeonomic Problems 


Question |. It has been argued that the recovery program of the United 
States takes profits away from business men by imposing upon them increased 
costs under the labor provisions of thelr codes, and that without the profits 
motive industrial recovery is impossible. 

(a) Explain briefly the importance of the profits motive in the functioning 
of our economic system. 

(b) Do you agree in whole or in part with the argument advanced? 
Give reasons. 


Answer to Question 1. (a) Production in the United States has been 
carried on under a capitalistic regime, that is, through the use of hugh 
amounts of capital goods. Capital is wealth which has been saved from past 
production, and is used in a roundabout manner because this method is more 
productive than the direct process. Thus, man has found that more wealth 
will ultimately be obtained if intermediate wealth is first created in the 
form of instruments of production, such as machines and buildings, and 
these in turn be used to manufacture goods which will satisfy his wants. 
Other characteristics of the capitalistic or roundabout system of production are: 
competition, specialization or division of labor, self-interest, private owner- 
ship of property, large scale operations, and the predominance of laissez-faire 
business philosophy. 

The profits motive is the driving force which makes the capitalistic system 
work. Capital is owned by individuals (rather than by the state) and the 
incentive for its use in the productive process is the reward which may be 
obtained in the form of profits. Dueto the imperfect nature of our competitive 
system and the uncertainty or risk involved in the production of goods in 
anticipation of demand, the individual who invests his capital in business 
assumes a risk of loss as well as a chance for gain. It is the possibility of 
substantial profits which encourages the capitalist to assume the risks con- 
nected with this system of production. 

(b) Since, as explained above, the profits motive is necessary to the func- 
tioning of our capitalistic system, it is obvious that if the codes take away 
all profits from business men, there will be no incentive left for business 
men to assume any risk, and recovery will necessarily be delayed. I do not 
agree entirely, however, with the argument as advanced. There is no doubt 
that the codes have increased the costs of labor and may have placed a 
burden on some industries, but the good results may far offset the bad. Thus, 
to the extent that some industries may have realized excessive profits at 
the expense of labor through low wages and long hours, the codes may in- 
crease purchasing power, thereby benefiting employees and the general pub- 
lic, but there may still be a sufficient margin of profit left to warrant con- 
tinuance of business activities. 

While industry not only must make expenses and have a chance for profit, 
it must not forget the source of these profits. Industrial recovery will come 
as wages increase and men return to work. Greater progress will be made 
toward recovery if some profits are sacrificed until a certain momentum is 
stated that will carry us to another period of prosperity. Also, in many in- 
stances the producer has been able to raise his selling prices sufficiently 
to overcome the increased labor costs. 

Question 2. For over four months the dollar has been defined to consist of 
approximately 60° of its former gold content. This reduction In the gold 
value of the dollar presumably was to raise commodity prices to higher levels. 

(a) Explain the reasoning upon which the expectation of higher prices as 
a result of devaluation was based. 

(b) To what extent did the federal goverfiment derive direct benefit from the 
devaluation? Explain briefly. 

Answer to Question 2 (a) The Administration, when it devalued the dol- 
lar. did not offer any official explanation of the reasons underlying an expec- 
tation of higher prices resulting therefrom. A number of reasons, however, 
may be offered to explain why such an expectation would be logical. 

Devaluation reduced the gold content of the dollar and thereby increased the 
number of gold dollars in the country. This automatically increased the gold 
coverage or reserve behind our currency and credit, and hence made it pos- 
sible for more currency and credit to be issued. If and when the volume of 
money and credit increases, prices should rise, providing, of course, that the 
volume of trade remains the same. This may be explained better by resorting 
to the equation of exchange, in which M equals money, V its velocity, M’ 

MV plus M’V’ 





credit money, V’ credit velocity, and T equals trade. Thus, 


equals Price. Any increase in the volume of money or credit, or the velocity 
of either, should cause prices to rise, assuming that trade remains constant. 

Devaluation lessened the confidence of many persons in our monetary unit, 
and this decreased confidence in turn caused some people to transfer their 
wealth from currency or credit into goods. Such a transfer tended to cause a 
rise in prices due to the suddenly increased demand for goods. 

Any increase in prices, brought about in the above ways, should presumably 
tend to stimulate business, thus making it possible for prices to increase further. 

(b) The Federal Government took physical possession of all gold held by 
the Federal Reserve banks and in return therefor it gave the banks gold cer- 
tificates representing the same number of dollars which it received. Since the 
new dollar, however, represented in gold content a little less than 60 per cent of 
the former dollar, the Federal Government obtained the difference as a profit. 
The Government also made it illegal for individuals to retain possession of any 
gold which they had and required all of it to be turned in to the Treasury. A 
similar profit was made, therefore, upon all such gold turned in by private 
holders. The total profit to the Federal Government approximated three billions 
of dollars. Some two billions of this profit were turned over to the Secretary 
of the Treasury for use as a stabilization fund in controlling dollar exchange 
in. world markets. 

Question 3. (a) Why are monopolies, even though not absolute, looked 
upon with disfavor in all but a few fleids of endeavor? 

(b) What benefits, if any, may be derived from monopolistic concentration 
of control? 

(c) Is life insurance a type of business in which a tendency towards 
monopoly should be encouraged or discouraged? Explain briefly. 

Answer to Question 3. (a) Monopolies have had a tendency to take advan- 
tage of the consumer, or customer, in one or more of the following ways: by 
charging prices which are higher than justified; by rendering poorer service or 
selling poorer merchandise than would be obtainable under competitive condi- 
tions; and by discriminating between different customers. Monopolies may also 
he indifferent to improving their product or making progress in other ways. 





Probably the chief objection to monopolies is the fact that they have control 
over the price of their product and tend to set it at that point which yields 
the greatest net return, regardless of the interests of the consumer. Men have 
not yet attained an altruistic attitude in business and so long as monopolies are 
allowed, they will operate to their own benefit rather than to the benefit of 
the customer. 

(b) There are undoubtedly some benefits to be derived from monopolies, 
although it is questionable whether or not these benefits outweigh the dis- 
advantages just mentioned. 

Many monopolies are created because of the economies which result from 
large-scale production. Such monopolies grow in size because they avail them- 
selves of the economies of production and management that are made possible 
by the increased size. Mass production brings about a decreasing amount of 
overhead expense for each unit of product. 

Monopolies, because of their size, may also avail themselves of the economies 
of financing which result from their strong credit structure. Economy of man- 
agement may result through their ability to employ high-class executives. 
Affiliated companies may be acquired which will provide cheap supplies and 
parts, thus decreasing costs. A strong and economical sales organization, 
national advertising to reduce selling costs, and the use of research activity 
to better their service and products, are also advantages which may result 
from monopoly production. 

If there is to be government regulation of an industry, it may happen that 
regulation of one monopolistic unit may be accomplished more easily and 
effectively than the regulation of many small scattered units. 

Many lines of business are of such a nature that competition, if permitted, 
would be destructive to all concerned. A monopoly may here be permitted by 
law. Examples of this type of monopoly are: railroads, street car systems, 
power companies, gas companies, telephone companies, and other forms of 
public utilities. Monopolies of this type render better service at cheaper rates 
than could be obtained if two or more companies were permitted to compete 
for the business. 

At certain times and in certain forms of business, a monopoly may be bet- 
ter than excessive and unrestrained competition. Some persons now charge 
that under the N.I.R.A. monopolies are permitted in many lines of business 
and that these monopolies have Government approval. If such monopolies do 
exist, it could be argued that society is better off than it would be under a 
regime of unrestrained competition. 

(c) I see no reason to encourage any tendency toward monopoly in the life 
insurance business. The business has been getting along very nicely under the 
present system and no good would be accomplished by bringing a monopolistic 
condition into the situation. 

We have good, big, stromg companies which have all the advantages of 
economy that come from large scale operation. Furthermore, they are effi- 
ciently regulated by the various state insurance departments. 

We also have many small, young, aggressive companies which provide plenty 
of competition for the older and larger companies. Undoubtedly, the protective 
and conservative influence of the big companies has been good for the business. 
But more important, however, are the many improvements in service rendered 
to the public which have come as a result of competition from the small 
companies. Monopolistic control would have made impossible many improve- 
ments in the form of (1) lower costs to the policyholder due to efficient man- 
agement; (2) new and improved provisions in the policy contracts, and (3) 
the introduction of types of contracts to fit new and different needs of the 
policyholders. 

Some persons might argue that a monopolistic form of life insurance business 
would prevent the failure of the weaker companies, but such failures have been 
few, and I should prefer to see this problem cared for through proper state 
regulation. 

Question 4. Careless exploitation of natural resources has created one of the 
most serious long term problems of our national economic welfare. Greater 
efforts toward conservation are being put forward now than at any time in 
the past. 

(a) Give illustrations of the waste involved in the acquisition and utiliza- 
tion of at least three of our natural resources. 

(b) How can the long delay in a movement toward conservation be 
accounted for? In connection with each resource referred to in part (a), 
show the methods of conservation which may prove effective. 

Answer to Question 4. (a) Three natural resources which may be used as 
illustrations are: Timber, oil, and coal. 

Timber. Not many years ago the United States had one of the best natural 
forests in the world. Today our timber supply is sadly depleted. The most 
wasteful methods have been used in the acquisition and utilization of this 
natural resource. Only the best trees were taken, the rest, in many cases, 
being destroyed in the process. Forest fires, many of the careless origin, have 
caused untold damage. Little or no effort has been made at reforestation, and 
today much of the exploited land stands denuded, so washed and cut by rains 
that it is practically worthless. Waste has also existed in the use of lumber. 
Much of it has been used for fuel. Much good timber has been destroyed at 
the mills to get at the better wood at the heart of the tree. Also, waste in 
building has caused great loss. 

Oil. In spite of the waste involved in the acquisition and utilization of our 
oil resources, this country still has great oil reserves. Great waste has 
occurred in getting oil from the ground. Unrestricted drilling has caused many 
companies to engage in a competitive test to see which could get the oil out 
of the ground first. Much oil has been left in the ground or lost after the 
wells were opened. Frequently it has been found more profitable to leave oil 
in the ground and move to more fertile fields. Waste has also occurred in the 
refining process through inefficient methods. Finally, machines in which oil 
is used have not been developed enough to make use of all the inherent 
power. Thus, it is said that one gallon of gasoline has enough latent power 
to blow a large battleship out of the water, yet this power is being wasted 
because science does not know how to use it. 

Coal. In the production of coal, only the most accessible has been mined, 
and, as a result, much high grade coal has been left in abandoned mines where 
it probably will remain because of the great cost which would now be involved 
in bringing it to the surface. At times coal has been produced in excess of 
demand and much of it has been lost through inefficient handling and trans- 
portation. There is also much room for improvement in our methods of burn- 
ing coal so that the greatest amount of energy may be obtained therefrom. 
We should also develop better methods of utilizing low grades. 

(b) The long delay in the movement toward conservation may be accounted 
for largely by the fact that the public, until recently, has not been concerned. 
Our country is new, and, having a traditional policy of unrestricted individual 
opportunity for profit, many people have resented any attempt to control or 
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C.L.U. QUESTIONS AN 


limit industry. Also, there has been a popular notion that we have such 
abundant natural resources that there is no need to worry about the future. 
Again, many of our resources have been controlled by wealthy interests who 
have been more interested in profits than in the public welfare or in posterity. 
Competition has been keen and often unfair Certain interests have gained 
control of these resources and have exploited them to their own good and to 
the detriment of the public. It is only recently that the public has been 
awakened to the fact that some of our resources have been exhausted nearly 
to the point of depletion and that, after all, they are limited. This has 
resulted in a demand for conservation. 

Our forests may be conserved by: (1) planting. (2) preventing forest fires 
(3) proper cutting methods, (4) utilization of lumber in an efficient manner, 
(5) utilization of by-products, (6) the use of substitutes. In general, there 
should be a national policy ef conservation looking toward the control of both 
public and private timber lands, and the encouragement of private ‘“‘woodlots’’ 
grown as a crop. 

Much can be done to conserve the important oil resources. (1) Production 
in excess of demand should be prevented, (2) Proration should be effected in 
order more equitably to distribute withdrawals from the ground. (3) Federa! 
lands may be withheld from drilling unless conditions justify it. (4) The 
Federal Government, the states, and the oil companies should cooperate in 
their geological work. Through field work in advance, they should be able to 
measure and estimate the oil possibilities of a given fleld to an accurate 
degree. This would enable drilling in the most favorable locations and allow 
more accurate estimates of amounts which may be obtained (5) Much can 
be done to permit the more efficient utilization of oil and the greater use of 
substitutes. 

Similarly, much can be done to conserve coal resources (1) Efficient min 
ing methods, (2) efficient handling and transportation, and (3) more efficient 
utilization, including the use of substitutes, are the general lines upon which 
conservation efforts should be directed. 

(b) Government. (Applicants who successfully completed Part IV of the 
C.L.U. examinations prior to 1933 and who have therefore never been examined 
on “*Taxation"’ should answer the first and any two other questions. All other 
candidates will disregard the first question and answer any three of the ques- 
tions numbered 2 to 5.) 

Question |. (a) Marvin bought a $50,000 annual premuim 20 year endow- 
ment insurance policy in i914 which will mature this year. He asks you 
whether it will be necessary, under the federal income tax law, for him to 
include the proceeds of this policy. or any part thereof, as income in com- 
puting his 1934 Income tax. Explain to him exactly what he must do. 

(b) Marvin also has a $150,000 paid up life insurance policy with a cash 
surrender vaiue of $90,000. it is now payable to his estate, and is his only 
other insurance. He consults you (1!) as to the manner in which this insur- 
ance as it now stands wil! be taxed under the present federal estate tax, 
(2) whether there would be any federal estate tax advantage in naming his 
wife as beneficiary, but retaining the right to make a change. and (3) if 
there is any way in which he can avoid all federal estate taxation on it. 

(c) Marvin further raises a question as to whether the federal gift tax 
would be applicable if the proceeds of this insurance were made payable to his 
wife rather than to his estate. If so, he wants to know whether the face of 
the policy would be regarded as the measure of the gift and if he would be 
entitled to any exemptions. 

Answer carefully each of the questions which Marvin raises, d‘sregarding the 
1934 Federal Revenue Act approved May 10 if you are not familiar with it 

Answer to Question 1. (a) Maryin should report to the Federal Government 
in his 1954 income tax return any profit received from his endowment policy. 
This profit which Marvin must report equals the proceeds of his endowment 
policy over and above the amount of premiums paid for the policy For 
example, if he has deposited an average annual premium of $2,250 with the 
insurance company for 20 years, or a total of $45,000, it will be necessary for 
him to report the difference between $50,000 and $45,000, or $5,000. 

(b) Under the present Federal estate tax law, $50,000 of the general estate is 


exempt There is an additional exempt.on of $40,000 in life insurance pro- 
ceeds if such proceeds are payable to a named beneficiary other than the 
insured’s estate. (1) Therefore, since the $150,000 policy on Marvin's life is 
payable to his estate, there would be no specific life insurance exemption, and 
the proceeds would be taxable as a part of his general estate. (2) If Marvin 
names his wife as beneficiary, his estate will have a life insuvance exemption of 
$40,000, in addition to the general exemption of $50,000 In this case it does 


not matter whether Marvin retains the right to change the beneficiary, or makes 
an irrevocable appointment. (3) Marvin may avoid all Federal estate taxation 
on his $150,000 policy by making the proceeds payable to his wife, or any 
other named beneficiary, in such a way as to divest himself of all right, title 
and intevest in and to the contract. Under such an appointment, he gives up 
all right to change the benefits, borrow, or take the cash value. withdraw 
dividends, etc. 

(c) If Marvin makes the proceeds of his policy payable to his wife but does 
not divest himself of all interest therein, the Federal gift tax would not apply. 
If, however, he makes such an appointment, and in doing so divests himself of 
all evidences of ownership and control, he would be obliged to make a gift 
tax return to the Government, computed upon the basis of the cash value of 
$90,000. Under the gift tax law there is a general exemption of $50,000 and an 
additional exemption of $5,000 per year to any one individual. Thus, there 
would be a tax on the difference between $55,000 and $90,000, or 35,000, if 
Marvin makes the policy a gift to one person, assuming, of course, that the 
general exemption has not previously been used. 

Question 2. (a) The proposed 2ist Amendment provides that the number 
of presidential electors secured by each party in a state shall be proportioned 
to the party’s voting strength in the election. How would this change the 
present system? 

(b) How can the Federal Constitution be amended? 

(c) From which expressed powers can Congress derive authority to pass each 
of the following laws: Food and Drug Act, Coinage Devaluation, Issue of 
Paper Money, Securities Law, Air Mail Subsidy, Naval Academy, Rallway Act. 

Answer to Question 2. (a) Under our present system of electing a President. 
each state has presidential electors equal to the number of Congressmen from 
the state, plus two for the state’s two Senators. The political party receiving 
a majority of the votes, or a plurality if there are more than two parties, wins 
the votes of all the presidential electors from the state. The proposed 2Ist 
Amendment would change this plan in that it would divide the vote among 
the Presidential electors in proportion to each party's voting strength in the 
election. This would have a tendency to prevent the recurrence of cases where 
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men have been elected to the Presidency without acquiring a plurality of the 
popular vote. 

(b) An amendment to the Federal Constitution may originate in Congress, 
where a two-thirds vote of each house is required. The proposed amendment 
must then be submitted to the various states, three-fourths of which must 
ratify it by the convention method or by act of the state legislature. An amend- 
ment may also be proposed by a petition signed by two-thirds of the state 
legislatures, and thereafter it must be passed in the manner described above. 

(c) (1) The Food and Drug Act would come under the authority of Con- 
gress to regulate interstate commerce. (2) The Coinage Devaluation Law 
would be under the authority to ‘“‘coin money and regulate the value thereof.”’ 
(3) The issue of paper money would likewise be under its authority to coin 
money and regulate its value. (4) The Securities Law would come under its 
authority over interstate commerce and its power to establish post-offices and 
post-roads. (5) The Air Mail Subsidy would come under its authority over the 
mail, over interstate commerce, and the power to declare war, raise and sup- 
port armies, and to provide and maintain a navy for the common defense of the 
United States. (6) Establishment of the Naval Academy would be based upon 
its power to provide and maintain a navy. (7) The Railway Act would be 
under its power to regulate interstate commerce. 

Question 3. Among important provisions of the National Industrial Recovery 
Act, June 16, 1933, are: 

(a) Each industry (such as steel making, auto, cotton textile, etc.) shall 
draft a code of rules which when approved by the President shall be binding 
federal law for the industry. Even an opposing minority in the business is 
also bound. 

(b) If any industrial concern acts contrary to the policy of NIRA, the 
President may issue licenses to engage in such industry and may revoke the 
license for continued acts contrary to the policy of the law. 

(c) In some tines of manufacturing and distribution, code authorities may 
restrict production and regulate prices, with the backing of the government. 

State clearly how these provisions depart from our previous understanding of 
the powers of the Federal Government. 

Answer to Question 3. All of these things are most certainly contrary to 
our previous concepts of the powers of the Federal Government. Thus, all 
powers not expressly given to the Federal Government in the Constitution rest 
with the several states Since the Constitution does not give Congress any 
power over manufacturing or industry, it has been generally understood by the 
courts and the people that regulation within this field is in the hands of the 
states. Therefore, 

(a) The Federal Government does not have the power to impose upon in- 
dustry, in the form of ‘“‘binding federal law’’, codes containing rules regulating 
such things as hours and wages. Furthermore, the rights of a minority are 
ignored. Even if Congress had the right to regulate industry, it is question- 
able as to whether or not its will could be imposed by allowing the President 
to act for it in approving the codes. This would seem to be a delegation of 
legislative power to the Executive, which is contrary to the theory of ‘‘checks 
and balances’’ as written into the Constitution. 

(b) The right of the President to control industry through licenses could 
certainly be questioned because of a lack of specific authority on the part of 
the Federal Government to control industry, as explained above Furthermore, 
this right to license would be contrary to the Fifth Amendment which provides 
that no person shall be deprived of life, liberty, or property, without due 
process of law. Citizens are guaranteed the right of freedom of contract. It 
would seem that when a man cannot engage in business without permission 
of the Federal Government, when he must conform to a code which specified 
hours of operation, and the minimum wages which he must pay, then surely 
he is not being allowed the right of freedom of contract 

(c) Restriction of production and regulation of prices with the backing of 
the Federal Government is also interference with freedom of contract, and in 
many case would constitute the taking of property without due process of 
law. Governmental action and control over property and the affairs of indi 
viduals should be only by due process of law. Here, however, we have a 
mechanism provided whereby a man is subjected to outside control, not 
through legal processes. Such a system does not agree with our previous con- 
cepts of freedom of contract, right to a trial by jury, and right to a fair 
hearing, as formerly guaranteed by the Constitution and the courts. Instead, 
there is a ‘‘code authority’’, consisting of a trade committee, and action of 
this committee is given all the sanction of the legislature, the courts, and the 
executive department of the government. 

Question 4. As measures of business recovery, the following are proposed: 

(a) A federal law fixing the hours of employment in all businesses, except 
farming and railroading, at not more than 30 per week. 

(b) A federal law fixing wages in all employments at not less than $15 
weekly. 

(c) A federal law taking over the ownership and operation of the cleaning 
and dyeing industry, with suitable payment to the owners and operators. 

(d) A state act forbidding the sale within the state of any farm products 
at prices lower than the farmers of the state itself could market thelr own 
Products at a profit. 

(e) A state act prohibiting life insurance companies from spending more 
than 5 per cent of their assets for a home office building. 

State which of these laws is invalid and exactly why. 

Answer to Question 4. (a) I believe that a federal law fixing the hours of 
employment in all businesses, except farming and railroading, at not more 
than 30 per week, would be invalid. It would be contrary to the 10th Amend- 
ment which provides that powers not delegated to the Federal Government nor 
prohibited by the Constitution to the states, are reserved to the states and to 
the people. Since there is no expressed power in the Constitution giving Con- 
gress the right to regulate manufacturing or industry. the law would be 
invalid. Also, there is the question of discrimination between various types 
of businesses. 

There is the possibility that the law would be constitutional because of the 
right of the Federal Government to regulate interstate commerce. However, I 
do not think this probable. The courts would have to read into the present 
situation the fact that all employment in business has a bearing upon inter- 
state commerce, and therefore Congress should be permitted to regulate the 
employment in order to make its regulation of interstate commerce effective. 

(b) A federal law fixing wages in all employments at not less than $15 per 
week would likewise be invalid. The same reasons apply to this law as apply 
to the first named law, and in addition it should be stated that both laws 
interfere with man’s right to contract, which is guaranteed by the Constitution 
and the courts. 

Continued on next page 
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INVITATION 


To All Members 
Of The Life Insurance Business 


You are cordially invited to tune in “The Story 
Behind the Claim,” a coast-to-coast program of 
life insurance dramas, broadcast over the National 
Broadcasting Company’s blue network at 9:15 
E.S.T. on Tuesday evenings during October and 
November. Pacific Coast listeners can tune in the 
NBC stations at 10:15. We believe you will 
find these insurance stories interesting and stimu- 
lating. 
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C.L.U. QUESTIONS AND ANSWERS—Continued 


(c) A federal law taking over the ownership and operation of the cleaning 
and dyeing industry, with suitable payment to the owners and operators, would 
be invalid. There is no power, either expressed or implied, that would allow 
the Federal Government to go into this type of business. Hence, this law 
would be contrary to the 10th Amendment, explained above. 

(d) A state act forbidding the sale within the state of any farm products 
at prices lower than the farmers of the state itself could market their own 
products at profit, would be invalid. Such an act would be an interference 
with the right of the Federal Government to regulate interstate commerc 

(e) A state act prohibiting life insurance companies from spending more 
than 5 per cent of their assets for a home office building would be valid, pro- 
viding the 5 per cent is not an unreasonable figure. According to a Supreme 
Court ruling, the right to regulate the life insurance business rests with the 
states and not with the Federal Government. 

Question 5. Correct the following statements: 

(a) Congress has the broad power to provide for the general welfare. 

(b) The city manager pian is a denial of the principles of democracy. 

(c) So also is the Short Ballot Pian. 

(d) Our national government was intended to be a representative democracy 
but is now an aristocracy. 

(e) Three provisions of the Corstitution protect the Independence of the 
Federal judiciary: (1) Its members are elected for good behavior. (2) Their 
salaries may not be reduced during their terms of office. (3) They may not 
be dismissed from office except by the President upon clear proof of mis. 
conduct. 

Answer to Question 5. (a) Congress has only powers delegated to it by the 
Constitution, or implied powers arising therefrom. It does not have the broad 
power to provide for the general welfare. Congress has the expressed power to 
levy taxes for the purpose of paying debts. and providing for the common 
defense and general welfare of the United States, but this provision has not 
been construed by the courts to give Congress “‘the broad power to provide for 
the general welfare.’’ 

(b) The city manager plan is not a denial of the principles of democracy 
The city manager is accorded only executive power. The legislative power is 
still controlled and exercised by a commission or council, selected by th: 
people and responsible to the people. The city manager must account to said 
council for his acts and if he is incompetent, he may be removed by them 
Since the council is directly responsible to the people, the acts of the city 
manager are indirectly controlled by the voters. This set-up violates none of 
the principles of democracy. The legislative and judicial functions are not 
tampered with, and the whole arrangement is in accordance with democratic 
principles and with our system of ‘“‘checks and balances.’’ 

(c) The short ballot plan is likewise not a denial of the principles of 
democracy. A few officials are elected, rather than a large number, but those 
elected appoint other officials necessary to round out the governmental organ- 
ization. 

In operation, the short ballot plan is more democratic than the long ballot 
system, because it has the effect of furthering more intelligent voting With 
a long ballot it is difficult for voters to make their decisions in an intelligent 
manner; they cannot become acquainted with all the qualifications of a large 
number of candidates. It is easier for corrupt politicians to control a govern- 
mental system with the long ballot than with a short one. Responsibility for 
the functioning of the government, under the short ballot plan, is centered in 
a few individuals, and it is easier for the people to judge the results, and ¢ 
exercise intelligently their voting rights. 

(d) Our national government was intended to be a representative democ- 
racy; it is not an aristocracy and never has been one. If there is any tend- 
ency to depart from a representative democracy, it is in some other direction, 
such as towards a bureaucracy. Nevertheless, the system of ‘‘checks and bal- 
ances’’ still prevails, and the people can still control the actions of government 
through the ballot. 

(e) (1) The members of the Federal judiciary are appointed for life (or 
good behavior) by the President, with the consent of the Senate. 

(2) Their salaries may not be reduced during their terms of office. This 
provision operates to protect the independence of the judiciary. 

(3) “They may not be dismissed from office except through impeachment by 
the House of Representatives, and a fair trial in the Senate. The President 
has no power in this matter. 

(c) Sociology. (Answer any three questions.) 

Question |. (a) Describe briefly the particular social problems to which lack 
of adequate income gives rise. 

(b) Outline the more life means by which the economic well-being of wage 
earners is being, or may be, improved. 

Answer to Question 1. (a) Lack of income reduces the individual to the 
poverty level, and this brings with it social ills of many kinds. When a large 
portion of our population is without adequate income, the individual prob- 
lems are multiplied and we have mass or social problems. Some of the more 
important of these social problems are: 

(1) Ill health. Ill health may result from malnutrition, improper eating 
habits, worry, insanitary living conditions, and inability to obtain adequate 
medical attention, all of which are related to inadequate income. 

(2) Crime. Man must have the necessities of life, and he wants some of 
the comforts. Lack of income prevents him from obtaining these things. I! 
he cannot obtain them in any other way, his instincts of self-preservation and 
love for his family will lead him to get them through criminal means, if this 
seems necessary. 

(3) Lack of education. Poverty causes children to go to work early in life 
and hence there is little chance to obtain an education. 

(4) Breakdown of the family. Not only do children go to work early in 
life, but frequently the mother of the home goes to work in order to supplement 
the income. This deprives the children of the mother’s care and advice. 
Lack of income also frequently brings on family quarrels. Such conditions 
often cause the family to drift apart. 

(5) Labor troubles and general discontent. When a large number of people 
suffer because of low incomes, class feeling and bitterness arise, with «4 
natural outlet in the form of strikes and various forms of national unrest. 

(6) Charity. Widespread illness, inability to provide reserve funds for unem- 
ployment and old age, the existence of penniless widows and orphans, and 
similar conditions, call for the expenditure of much money by both private 
and governmental bodies for charitable relief, with its attendant disadvantages 
to recipients. 

(b) The economic well-being of wage earners may be improved in the fol- 
lowing ways: 
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Men of Industry— 


At the annual convention of our Leading Producers Club, 
down at Coronado by the Pacific Ocean, seventy-three field- 
men attended as qualified members. During the Club year 
ended June 30, they paid for over $10,800,000 new insur- 
ance. That was a fine example of a loyal field force fighting 


through to notable victory. The Company was proud to enter- 
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(1) A change in the distribution of the products which labor helps to pro- 
duce. Collective bargaining and a more co-operative attitude between labor 
and capital would benefit labor through: (a) higher wages, (b) shorter hours, 
(c) better working conditions, (d) more equitable distribution of work among 
all workers, and (e) more even distribution of work throughout the year, in 
order to lessen the hardships of unemployment. 

(2) Raising the real wages of labor through increased productivity, assuming 
the increased productivity is well balanced and properly distributed. 

(3) Insurance of various kinds could be provided to cover certain losses that 
now fall upon the worker. Thus, there could be liberalization in workmen's 
compensation laws. Furthermore, unemployment insurance, old age or pension 
plans, and various forms of life and disability insurance could be written on 
a group basis so as to extend their benefits to the masses. 

(4) Education. Much can be done for the worker by educating him to 
spend his income in a more efficient and economical manner; in teaching him 
to use his leisure time to improve himself mentally and physically; and in 
encouraging him to take a more active part in community and national affairs, 
thus making him a better citizen. 

(5) Governmental planning. The government may be able to do much good 
through long range planning, thereby aiding in a more complete utilization of 
the productive capacity of the nation. Experiments could be made, such as 
through the Tennessee Valley Authority, in attempting to set up ideal economic 
and social conditions. 

Question 2. It has been suggested that because of the limited Incomes under 
which many families must operate at the present time, the life insurance 
needs of family heads should be met by term insurance policies. ff the 
suggestion receives widespread acceptance and if there is a tendency to replace 
existing Insurance with term insurance policies, what will be the social effects 
of the change? Explain specifically. 

Answer to Question 2. The widespread use of term insurance and the replace- 
ment of existing forms of life insurance with term insurance would mean the 
virtual elimination of the savings feature as it is connected with life insurance. 

This absence of a savings feature would increase old age dependency. Today 
many persons are depending upon this savings element in life insurance for 
their protection against want in old age. Since savings by the means of life 
insurance has a number of advantages when compared with other forms of 
saving (such as being semi-compulsory in nature, convenient as to amount and 
systematic), it is probable that less would be saved if only term policies were 
sold. The burden of caring for the increased number of old persons who 
would be penniless would therefore fall upon the state and private charitable 
institutions. 

Insurance savings are also used for emergencies such as unemployment, and 
disability. The use of term insurance would, therefore, be accompanied by 
increased distress during times of depression, since people would not have the 
savings from other forms of insurance to fall back upon. 

The exclusive use of term insurance would operate in the long run to de- 
crease the use of life insurance as a means of providing financial independence 
for our people. With no reserves to carry insurance when income decreases, 
many persons would drop their insurance immediately or within a short time. 
Thus, in many cases death would occur after the insurance lapsed, and just 
at the time when it was needed most, it would not be in force. Also, the 





premium rate in the later years of life would be so high as to cause many to 
allow their insurance to lapse. 

As holders of many securities, such as mortgages, bonds, etc., life insurance 
companies exercise a high degree of conservatism in their management, and 
provide a strong force which aids in keeping the financial structure of the 
country on an even keel. The investments of life insurance companies, repre- 
senting the savings of the people, are so enormous that their liquidation might 
completely demoralize our investment machinery. 

The use of term insurance would break down, to a certain extent, the moral 
fibre of citizens by causing them to desert habits of thrift which they have 
acquired through using the saving service of life insurance. 

Question 3. (a) A study of the mortality experience of life insurance com- 
panies writing over 85% of all ordinary insurance and over 50% of all industrial 
insurance shows that over the past ten years there has been an upward trend 
in the death rate among ordinary policyholders and a downward trend in that 
among industrial policyholders, although the latter is still substantially in 
excess of the former. How do you account for these differences in trend, and 
for the higher rate among industrial policyholders? 

(b) By what practical methods can life insurance companies bring about a 
reduction in the mortality rate among their ordinary policyholders? Explain. 

Answer to Question 3. (a) The upward trend in the death rate of ordinary 
policyholders is due largely to the increase of degenerative diseases, such as 
cancer and heart disease, which are no doubt caused by the strain placed upon 
this class of people by our strenuous and complex manner of living. Also, 
while degenerative diseases have been increasing, the medical profession has 
made but little progress in combating them. An added factor is the large 
number of suicides which have occurred during the recent depression. Mental 
strain leads to physical disorders and it is possible that this factor has caused 
the death rate among ordinary policyholders to be slightly higher during the 
last few years. 

The downward trend in the death rate among industrial policyholders may 
be accounted for by the better control of communicable diseases, such as scarlet 
fever, small-pox, etc. Through such means as vaccination, better housing con- 
ditions, better drinking water, better food, and, in general, more sanitary liv- 
ing conditions, the mortality from communicable diseases has been substan- 
tially reduced. In addition, the industrial class has had better working condi- 
tions. As a result, deaths due to accidents and occupational diseases have 
been lowered. Also, deaths among infants have decreased to such an extent 
that this alone has served to reduce considerably the death rate of industrial 
policyholders. 

(b) Methods by which life insurance companies can bring about a reduction 
in the mortality rate among their ordinary policyholders are: 

(1) Encourage a physical examination at least once a year. This would 
permit the insured to forestall any degenerative disorder which might prove 
fatal, if not attended to. This yearly check-up could be extended free through 
the Life Extension Institute or company physicians. Some arrangement might 
also be effected to permit an insured’s own physician to make the examination. 

(2) The companies could carry on an educational campaign through the use 
of advertisements, pamphlets, letters, and similar forms of literature. 

Continued on next page 
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C.L. U. QUESTIONS AND ANSWERS—Continued 


(3) Research could be conducted by the companies in order to discover new 
methods for control, treatment, and prevention of degenerative diseases. 

(4) Organized effort could be directed toward the enactment of legislation 
which would have a favorable influence upon the problem of degenerative dis- 
eases. 

These methods are not new with the companies, but they could be more 
generally adopted and more intensively used. 

Question 4. (a) A life insurance company official expressed concern about 
the Influence of continued depression upon the mental health of people, and 
the effect which a change in mental health might have upon future mortality 
rates. Explain the relationships existing among these three conditions. 

(b) Of what importance is life insurance in relation to educational progress 
In the United States? Explain. 

Answer to Question 4. (a) The present depression has brought with it 
unemployment, lack of income, financial disaster, worry, necessity of exhaust- 
ing reserves, insanity, and mental derangement. These factors have brought 
about a large number of suicides. The longer the depression continues the 
more likely are they to affect the future death rate, not necessarily through 
suicides, but through their effect on the physical well-being of the policyholder. 
The physical impairment may come about in two ways. First, there is no 
denying the importance of the state of the mind upon health. This amounts 
to saying that mental health affects mortality. Continued mental ill-health will 
so lower bodily resistance as to make a person susceptible to disease. Secondly, 
a continued depression will cause policyholders to have a lack of funds, and 
this in turn will make it impossible for many persons to get proper food, 
clothing, shelter, and medical attention. Under such conditions the death rate 
is bound to rise. 

As to future mortality rates, it is evident that the longer the depression 
continues, the poorer will be the physical condition of the policyholders. If 
the depression continues long enough, it is possible that its effects will be 
reflected in the death rate for some years to come. 

(b) Life insurance is of the greatest importance in relation to the educa- 
tional progress of the people of the United States. The reasons for this im- 
portance may be outlined as follows: 

(1) Life insurance provides the means whereby many individuals are able 
to obtain an education. The child whose father has died might not be able 
to go to high school and college if it were not for the proceeds of some policy 
since he might otherwise be obliged to discontinue school in order to support 
himself and members of the family. In addition, educational policies are used 
by some parents to provide a definite amount of money for a child's education, 
the need for family maintenance having been met through separate life insur- 
ance or other means. 

(2) An important factor in the relationship of life insurance to educational 
progress is the use of life insurance for the endowment of educational institu- 
tions. Life insurance provides an ideal way for a man to leave money to an 
educational institution, and it is the only way for the average man to accom- 
plish this. Educational institutions depend largely on philanthropy for their 
equipment and operation, and the use of life insurance for this purpose has 
been growing tremendously in recent years. 

(3) Life insurance companies have been conducting research projects of 
their own, thus adding to the fund of knowledge. Also, they are co-operating 
in their research work with educational institutions. 

(4) Life insurance raises the moral fibre of the people by inculcating thrift 
and giving them financial and other worthwhile objectives of life. As a result, 
more people are interested in obtaining a higher education, and in continuing 
their education after they leave school. 


PART Iv 
COMMERCIAL AND INSURANCE LAW 


Note: The problems in this examination are based upon actual court cases 
and are designed to test a candidate’s knowledge of essential principles of 
commercial and insurance law. Emphasis in grading will be placed upon the 
reasoning. 

Question |. (a) “An agent acting within the scope of his authority binds 
his principal.”” What is meant by this statement? 

(b) What is the scope of authority of an agent licensed by the state and 
under contract with a life insurance company to solicit applications for life 
insurance? Answer fully and with particular reference to his authority to 
change the provisions of the contract; to collect money as premiums; to effect 
reinstatement in event of lapse. 

Answer to Question 1. (a) Agency is a contractual relationship whereby 
one party, the principal, extends to another, the agent, authority to act for 
him. The scope of this authority depends on the nature of the agency 
appointment which may be as (1) general agent, in which case the agent may 
represent the principal in all matters respecting the business in hand, or as 
(2) special agent, in which case the agent’s authority is limited to certain 
specific acts. 

The above statement means that an agent’s acts, agreements, etc., with and 
toward third parties within the scope of the power conferred on him will have 
all the effect that they would have if made by the principal himself. Agency 
may be created by express grant, by conduct or relationship, by ratification or 
through estoppel. 

(b) A life insurance special agent has limited authority in that he is 
restricted to soliciting applications for insurance, collecting the initial premiums, 
and deliverng the policies when issued. He should also disclose anything about 
the applicant that would have a bearing on the issuance of the contract. He 
has no authority to change any of the provisions of the policy. Such changes 
usually must be made over the signatures of duly authorized officers of the 
company. Usually his authority for collecting premiums is restricted to the 
collection of the first premium. An agent has no authority to effect the 
reinstatement of policies as this is usually confined to the Home Office. An 
agent is also restricted by company practice and state laws in that: 

(1) Twisting and rebating are prohibited. 

(2) The agent is prohibited from making unfair or incomplete comparisons. 

(3) He must secure a license. 

(4) He must not represent an unlicensed company. 

(5) He must not make statements that would convey the idea of guarantee- 
ing dividends. 

(6) He must not make false statements about the condition of his company 
or any other company. 

(7) In certain states, he must pass an examination as a prerequisite for 
licensing. 


Question 2. A life insurance policy contained an incontestable clause mak- 








ing it “incontestable after two years from its date, except for non-payment o 
premiums and except for violation of the conditions of the policy relating t 
naval and military service in time of war." Although the contestable periog 
had expired, in this sult brought by assignee of the policy after insured’, 
death, insurer in defense pleaded that the policy in question had not been, 
procured by insured and assigned in good faith to assignee, but that assignes, 
knowing that insured was suffering from tuberculosis and was uninsurable, hag 
entered into an agreement with insured to defraud insurer by procuring policy 
and assigning it to assignee, who was to pay all premiums and expenses, ang 
to have sole interest in any sums paid thereunder. Insurer further pleaded 
that asignee had no insurable interest in insured’s life, and hence the policy 
was vold as a gambling or wagering contract. Decide, giving reasons. 

Answer to Question 2. The contract is unenforceable because of the fact 
that it was a wagering contract, and was therefore contrary to public policy. 

The reason for setting aside the contract and deciding for the company is 
that one of the primary requisites of a valid contract, namely, legality of 
object, was lacking. The assignee had no insurable interest in the life of the 
insured and could not therefore legally secure a policy on his life. 

The theory of insurable interest is that if an insured pays his own premiums, 
he can make the policy payable to whomever he wishes, since every man has 
an insurable interest in his own life. If another person pays the premiums, 
then there must be such a relationship existing between them as would cause 
a pecuniary loss to the beneficiary in case of the insured’s death. Close blood 
relationship raises the presumption of insurable interest, but the underlying 
principle is that of money loss. 

There must be an insurable interest to support a contract of life insurance 
at the time it is issued. That interest need not continue up to the time of 
claim but it must be present when the contract is entered into. If the in- 
sured had revealed to the company that the policy was to be made payable to 
this assignee, the company would not have issued the policy. His securing 
of the policy, payable presumably to his estate, and his subsequent assignment 
of it to this assignee was simply a subterfuge to try to get around the rule 
of insurable interest and the courts will not encourage such deceit. This de- 
ceit, practiced by the insured and the subsequent assignee at the time the 
policy was applied for, places the parties in the same position as if no 
contract had been issued. There having been no contract, the incontestable 
clause on which the assignee bases his claim is of no effect. The company's 
claim that the policy is void because the absence of an insurable interest made 
it a wagering contract should be upheld. 


Question 3. (a) Wf a contract of life insurance is entered into in conse- 
quence of a rebating transaction, is the contract a valid, enforceable legal 
contract? Discuss fully. 

(b) Explain carefully the distinction between warranties and representa- 
tions. 

Answer to Question 3 (a) Provisions of state statutes must be examined 
carefully. In practically all states, rebating transactions are prohibited, and 
the participants, both the applicant and the agent, are guilty of misdemeanor. 
One view with respect to the contract's validity is that the agent, in engaging 
in a rebating transaction, is acting beyond the scope of his authority and 
cannot bind the principal. Nevertheless, the better rule would seem to be 
that beneficiaries of the insured cannot claim the benefit of the insured’s 
illegal act in claiming policy proceeds resulting from a contract brought about 
through a rebating transaction, and if the transaction and circumstances can 
be proven, the contract is not valid or enforceable against the company. Al! 
courts are not in agreement on this, however, and life insurance contracts 
have been held valid even when a rebate was given on the ground that the 
statute was designed to prohibit rebating, not to prohibit the writing of life 
insurance. 

(b) A warranty is a statement which is taken to be literally true and, if 
false, will invalidate a contract. This is so even though it would not have 
affected the acceptance of the contract by the other party had the correct 
statement been made. In other words, a misstatement of anything which is 
made as a warranty will invalidate the contract even though it is of an 
insignificant nature. 

A representation is a general statement which will not affect the contract 
unless it is of a serious or material nature and would have caused the other 
party to reject the contract or charge a higher premium had the true answer 
or statement been given. 

Most states have enacted laws to the effect that statements made by appll- 
ecants for life insurance shall be regarded as representations and not war- 
ranties. 

Question 4. Insured’s two life policies, aggregating $15,000, were issued 
March 5, 1928. and insured paid premiums thereon until December 5, 1929. The 
quarterly premium due at that time was paid out of the proceeds of a joan 
from the bank (the defendant herein) amounting to $265.20, for which sum 
insured executed a note. Subsequent premiums were paid by the bank, and in- 
sured died June 26, 1930. The policies provided that insured could change the 
beneficiary or could assigne the policies without beneficlary’s consent, and that 
“The insured may, without the consent of the beneficiary, receive every bene- 
fit, exercise every right and enjoy every privilege conferred on the insured by 
the policy."’ Contemporaneously with execution of the note referred to, in- 
sured and his wife, beneficiary named in the policies, executed an assignment 
to the bank of each of the policies according to the provisions thereof. Each 
assignment provided that: ‘The Interest of the assignee in the policy hereby 
assigned is limited to said assignee’s valid, pecuniary claim against the 
assignor existing at the time of any settlement of the policy, the remaining 
proceeds of said policy, if any, being unaffected by this assignment.’"’ At the 
time of insured’s death he was indebted to the bank in a sum in excess of 
$68,000. In this suit by beneficiary against the bank, she contended that the 
assignment was merely to secure the note of $265.20. From a judgment for the 
bank, beneficiary appealed. Decide and discuss. 

Answer to Question 4. This case brings up a number of considerations. 

(a) First, we must remember that the insured, on his own act alone, had 
the power to change the beneficiary, assign the policies, and receive all rights 
and privileges under the policies without the consent of the benficiary. The 
beneficiary designation was revocable. 

(b) Next, we must recall the fact that the beneficiary had no vested interest 
in the policies before the death of the insured. The right enjoyed by her as 4 
revocable beneficiary was simply a contingent interest subject to the prior 
rights of the insured who retained all the incidents of ownership under the 
policies. In this connection, it is well to note that the signature of the 
beneficiary upon the assignment forms was unnecessary, as the assignment 
could just as completely and legally have been accomplished by the insured's 
signature alone. 


Continued on page 368 
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Facts that Speak 











THE INDIANAPOLIS LIFE INSURANCE COM. 
PANY WAS ORGANIZED IN 1905 as an OLD 
LINE, LEGAL RESERVE, MUTUAL COMPANY. 
Savings and profits belong to Policyholders. Our 
motto is HOW WELL may we serve, rather than 
HOW MANY, and always SAFETY FIRST. 


ITS MANAGEMENT 


The Management of the Company has always re- 
ceived the highest commendation of Policyholders, 
insurance officials, and the public generally. Its 
Officers are all men of long and seasoned experience. 


SPLENDID RECORD 


The assets of the Indianapolis Life have INCREASED 
EVERY YEAR. During the depression years, 1930 to 
' 1934, assets increased 27.1%. Prudent economy, an 
adequate, but inexpensive Home Office, modest 
salaries and conservative management throughout 
have resulted in low expenses. 


STRONG FINANCIAL POSITION 


Current income has continually been more than 
sufficient to meet all obligations. The Company has 
been investing in Government and other highest grade 
bonds for liquid purposes and making very conserva- 
tive first mortgage loans on real estate for permanent 
investments. The Company’s cash reserves and liquid 
assets are larger today than ever before. 


CONTINUED PROGRESS 


Summary from Mid-year Financial Statement. 

PAID BUSINESS 34.8% ahead of first six months of 
1933 

INCREASE IN INSURANCE IN FORCE, bringing 
total up to $94,568,490.00. 

INCREASE IN ASSETS OF $409,652.64, making 
total assets $15,673,948.14. 

GOVERNMENT BONDS and CASH ON HAND IN- 
CREASED 33.8% since January Ist. 

SURPLUS INCREASED 9%. 


Operating in Indiana, Illinois, Michigan, 
Texas, Ohio, lowa, Minnesota, North Caro- 
lina, California and Florida. 


INDIANAPOLIS LIFE 
INSURANCE COMPANY 


Edward B. Raub, President 


A. LEROY PORTTEUS, WALTER H. HUEHL, 
Vice-President Actuary 

CHARLES L. ROUSE, DR. J. B. YOUNG, 
Secretary Medical Director 
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C.L.U. QUESTIONS AND ANSWERS—Continued 


(c) The assignment itself was worded in such a way as to make it applicable 
to any indebtedness owing to the bank by the insured at time of his death 
The wording was: ‘‘The interest of the assignee in the policy hereby assigned 
is limited to said assignee’s valid, pecuniary claim against the assignor exist. 
ing at the time of any settlement of the policy, the remaining proceeds of said 
policy, if any, being unaffected by this assignment.’’ This wording does not 
state that the specific claim of the bank had to arise under payment of 
premiums on that particular policy, but said ‘‘Assignee’s valid, pecuniary claim 
against the assignor existing at the time of any settlement of the policy.”’ We 
assume, of course, that the bank’s claims are valid, pecuniary claims. 

(d) It is well to point out that life insurance contracts are assignable and 
so this feature was legal. 

(e) It appears that the bank had a valid insurable interest in the insured 
at the time of the assignment of the policies, because of the money owed 
them by the insured. 

(f) As to the intent of parties, it would seem that, regardless of the wife's 
contention, the insured intended the assignment to cover all his indebtedness to 
the bank. Of course, if it could be proved that the intent was only to cover 
the specific loan in question, the decision might be affected although this is 
doubtful because we can often be bound by conditions in a contract of which 
we have no knowledge. The insured executed the assignment as stated. He 
had the opportunity to read it and refuse acceptance if the terms did not 
signify his intent. 

(g) Finally, the bank acted in good faith in lending money to the insured 
and in all probability its understanding of the assignment was that it should 
apply to any and all moneys owing to them by the insured, and not to a 
particular transaction. 

In the face of the above facts, and the legal meaning and status of these 
facts, I would decide that the bank was entitled to all of the proceeds from 
the two policies and that the widow would not be able to recover any of the 
insurance money. 

Question 5. (a) & (b) Enumerate and discuss briefly five differences be- 
tween the liability of a partner in a partnership and the liability of a stock- 
holder in a corporation 

(c) What are the duties of a director in a corporation? 

Answer to Question 5. (a) & (b) A partner is liable without limit, for all 
debts contracted by a partnership. This liability extends even to his private 
estate and to property not remotely connected with the business. A stockholder 
ordinarily is not personally liable for debts incurred by the corporation 
although in some states, stockholders are liable for wages due employees in 
case of insolvency. Stockholders in national, and some state, banks are liable 
for debts of the bank in an amount equal to the par value of their stock 
under so-called ‘‘double liability laws.’’ But, by and large, stockholders can 
lose only the value of their stock. 

(2) In case of damage suits, the partners are individually liable to the 
extent of their personal fortunes, whereas the stockholder is liable only to a 
limited extent as stated in the preceding paragraph. 

(3) A partner is liable for the torts of his partners in the conduct of th. 
business up to the total amount of any damages levied for such torts. A 
stockholder has no such liability; he can lose only as in paragraph (1). 

(4) In case of contracts with third parties, the partner is bound to carry 
out the contract in full in the event of default of the partnership or other 
partners. A stockholder is not so bound for contracts completed in the name 
of the corporation only. 

(5) A partner is liable to the heirs of a deceased partner for the interest 
of the deceased in the firm, and in the absence of an agreement to the cor 
trary, must wind up the business and make an accounting with the heirs. In 
the case of a deceased stockholder, the evidence of his ownership 
passes to his heirs in the form of his stock certificates. 

(6) With certain exceptions, such as selling real estate, or selling the entire 
business, a partner can bind the other members of the partnership, and they 
become liable for his acts. In a corporation, a stockholder can only vote 
according to his stock holdings, but can not bind the corporation by his acts 

(c) A director in a corporation is chosen by the stockholders. He is 
elected at a meeting of the stockholders in accordance with the by-laws of 
the particular corporation. Usually, he must own one or more shares of 
stock. In general, he, with the other directors, chooses the officers of the 
organization who carry on the actual duties and whose powers are executive in 
nature. The board of directors meets at regular intervals to hear reports of 
the executives. 

Among the duties of directors may be mentioned the following: 

(1) Directors decide on the policies of the corporation and issue orders for 
carrying them out. 

(2) Directors decide all matters of policy and any extraordinary matters 
which may arise. 

(3) Directots supervise the work of the corporation and see that it is car- 
ried on efficiently by the officers. 

(4) Directors have the power to remove officers when in their discretion 
such removal is necessary. 

(5) Directors decide what shall be done with surplus funds and declare 
dividends, if any. They determine whether or not profits are to be divided 
among stockholders or reinvested in the business. 

(6) Directors initiate all financial moves such as the issuance of bonds or 
sale of stock, etc. 

(7) Directors owe the corporation the duty of loyalty and good faith. 

(8) Directors can be personally held for losses resulting from gross negli- 
gence, but cannot be held for errors in judgment. 

(9) Directors are answerable to the stockholders. 

Question 6. (a) Is a life insurance policy a negotiable instrument? Answer 
with reference to each of the elements which must be present in an instrument 
to make it negotiable? 

(b) Distinguish between negotiation and assignment. 

Answer to Question 6. (a) A life insurance policy is not a negotiable 
instrument. A negotiable instrument must contain the following elements: 

(1) It must be in writing, and signed by the maker or drawer. 

(2) It must contain an unconditional promise or order to pay a sum certain, 
in money. 

- (3) It must be payable on demand or at a fixed or determinable future 
me. 

(4) It must be payable to order or to bearer, and, 

(5) Where it is addressed to a drawee, he must be named or otherwise 
indicated therein with reasonable certainty. 

A life insurance policy 

(1) Is generally signed by the insurer (the company) with the signature of 
its president, secretary and policy registrar. 
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(2) It is not an unconditional promise or order to pay money. It is con- 
ditioned upon the payment of the premiums to maturity or prior death, and 
upon compliance with the terms of the contract. 

(3) It is payable upon death or upon the expiration of a certain period of 
time. Death is certain to occur, but the exact time thereof is not determi- 
nable in advance. 

(4) It is not payable to order or to bearer. Its values may be payable to 
the insured, assignee or other beneficiary. It lacks definitely the ability to 
pass freely from person to person on endorsement as is a requisite of a 
negotiable instrument. It may be assigned, but only with special formality. 

(5) There is no drawee involved in a policy of life insurance. 

Since a life insurance policy does not meet all the requisites of negotia- 
bility, it is therefore non-negotiable. 

(b) Negotiation of an instrument, if made for valid consideration, in good 
faith, without knowledge of defect or fault in title, and in course of business 
before maturity, vests better title in subsequent holder or holders than was 
present before negotiation. This is one case in business where the stream can 
rise higher than its source. A “holder in due course’’ can therefore collect 
in full although originally there might have been valid claims or agreements 
for set off. 

Assignment cofiveys only as good title as was held by the original or pre- 
vious holder, and is subject to off-set or counter claims, if any. The interest in 
a contract which a purchaser acquires is usually of the same value, and subject 
to the same defenses, as if it had remained in the possession of the original 
arty. 

Question 7. A, B, and C are stockholders in a close corporation conducting 
a merchandising business. They have interests of 40, 30, and per cent 
respectively. They like the idea of a business insurance plan for liquidating 
the interest of a deceased, and suggest the following: to purchase ordinary life 
insurance to the extent of $80,000 on A, $60,000 on B, and $60,000 on C, 
premiums (totalling 6,000 annually) to be paid from the corporation treasury 
and the corporation to be named as beneficiary of the insurance. You are 
asked for an opinion on this plan with respect to (a) whether it sufficiently 
guarantees to each stockholder that the original intentions will be accomplished 
when any of the three dies, (b) whether it raises any reimbursement problem, 
(c) what rights creditors might have to the insurance if the corporation 
should fall, and (d) what changes you would suggest to remedy any weak- 
nesses which are disclosed by your analysis. Explain clearly. 

Answer to Question 7. (a) This would oot guarantee the accomplishment of 
their objectives to liquidate the interest of a deceased partner as they plan. 

(1) After the death of a member the funds may not be used for the pur- 
poses of liquidating the interest, in which case the deceased’s objectives are 
not accomplished. 

(2) The assets of the corporation will be increased by the insurance pro- 
ceeds so that the liquidation will not be on the basis contemplated. 

(3) Valuation of the interest will be necessary and there is no method of 
arranging for this or assuring that justice will be done to all parties. The 
plan does not assure that the interest will be liquidated. 

(4) There are tax disadvantages to the plan. 

(b) There is no provision under the arrangement suggested for reimbursing 
the estate of the deceased for its share of the premiums paid out of the 
corporation treasury. The estate would profit, it is true, on whatever amount 
had been paid in, in the event a member dies, but there is no provision for 
equitable distribution of the cost of the premiums. It is not likely that the 
premiums on all three are the same per $1,000 and there is a difference in the 
amount of insurance on the lives of the three. Equitable adjustment should 
be made to each member for his contribution, and so the estate of the deceased 
should receive compensation for the premiums paid. 

(c) Should the corporation fail, the creditors would have rights to the insur- 
ance since the corporation pays the premiums and is also the beneficiary of the 
proceeds. Hence the cash values of the policy and the proceeds in event of 
death are available to creditors since the insurance is part of the assets of the 
corporation. 

(d) Time does not permit a detailed account of the steps that should be 
taken and the reasons therefor. but I would suggest the following changes in 
the arrangement of the insurance 

(1) Have the insurance payable to a trust company under a trust including 
a purchase agreement for retiring the interest of the deceased member of the 
frm. The trustee is a fair and impartial administrator and will effectively 
carry out the intention of the members of the firm to retire the interest of a 
deceased member. 

(2) A provision should be included for compensating the estate of the 
deceased for premiums the deceased paid on the lives of the survivors. Usually 
the fairest way to do this is to allow the estate of the deceased a share of the 
cash values of the policies on the lives of the survivors in proportion to his 
share in the business and the amount he has paid. This ties in with the next 
suggestion. 

(3) That the premiums on each policy be paid out of a fund contributed 
to by the other two members. This, together with having the insurance pay- 
able as suggested, may effect tax savings for each and eliminates tax diffi- 
culties. It also takes the insurance out of the general assets of the corpora- 
tion, and, hence, puts it beyond the reach of creditors. 

The suggestions as outlined will more nearly guarantee that A, B, & C have 
the results they wish with the least possibility of tax disadvantages and 
improper settlement. 

Question 8 (a) What is a trust? 

(b) Who are the parties to a trust agreement and what are the duties of 
each? 

(c) Underwhat circumstances will a trust be declared a ‘‘dry trust?’’ 

(d) Under what circumstances, generally, should a life insurance trust be 
set up? 

Answer to Question 8. (a) A trust is an arrangement whereby the trustee 
receives title for the benefit of the cestui que trust, or beneficiary, upon the 
surrender of the trust property by the person creating the trust. The trust may 
be revocable, in which the trustor may cancel the arrangement, or irrevocable, 
in which latter case the agreement may not be rescinded by the trustor. A 
trust agreement sets forth: 

(1) The nature and purpose of the trust. 

(2) The trust res or property in trust. 

(3) The cestui que trust or beneficiary. 

(4) The trustor, or person making the trust. 

(5) The trustee, or fiduciary accepting the trust, and 

(6) The powers and duties of the trustee in administering the trust 

(b) The parties to a trust are: 

(1) The trustor, or maker of the trust, who designates how the trust may 


Continued on next page 








Success Assured 


EN WHO ARE WILLING TO WORK EVERY 
DAY and who will follow a definite but simple 
plan, may know now that they can attain IMMEDIATE 
SUCCESS. 
Here is the record of two men who adopted this method 
of selling; “A” had no previous experience; “B” had 
failed in the business. 


oe A” “a 


Bie sat $22,320.00 $17,640.00 
May .......... 42,040.00 35,360.00 
MEP ieccecstes See 27,670.00 
July ..--....... 19,820.00 27,180.00 
August ........ 29,200.00 39,700.00 





Total ....... $152,550.00 $147,550.00 


Every policy written by this new method has been 
delivered and paid-for as soon as issued. 

This method of selling will assure success to those who 
are willing to follow a definite plan. 


THE OHIO STATE LIFE 
INSURANCE COMPANY 
COLUMBUS, OHIO 


























A Hotel Policy That Yields 


Dividends For YOU! 


Special Benefits: 


*Central Location 
*Rates—From $2.50 Single 


*Every Room—Outside—with Bath 
—Ceiling Fan—Window Screens 





HOTEL VENDIG 


13th and’ Filbert Streets 
PHILADELPHIA 
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. = be administered, for whom, and by whom. He must determine what property 
°. = he wishes to place in trust, whether or not the trust may be revoked by him, 
°. = what powers he is granting to the trustee, and what powers, if any, he 
ie: = Wishes to retain for himself. 

5 S (2) The trustee, or person accepting the trust. He must, upon accepting 
i. S trust: 

ie: = (a) Use diligence and care in handling the property in trust. 

(e = (b) Carry out the terms of the trust. 

R ss (c) Pay debts owing by the trust. 

R = (d) Keep trustor informed of his acts and services, if so required. 

i ra (e) Acquaint himself with habits and needs of beneficiaries. 

IRs - (f) Keep careful records and accounts. 

5 . (g) Make reports as required. 

3 % (h) Pay beneficiary amounts when and as directed 

m (i) Render a full and complete account when the trust is terminated 


Are You Group-mindedP (3) The beneficiary, or cestui que trust This person accepts the trustee's 

payments, and should become familiar with terms of the trust, acquaint him. 
self with the trustee, and report unusual or special needs which may require 
the wisdom of the trustee to determine if special payments to cover the 
emergency should be made. 

(c) A trust is a dry trust when the trustee is given title but has no active 
duties to perform. 

(d) A life insurance trust should (speaking of an unfunded life insurance 
trust) generally be set up when it appears that the life insurance company or 
companies could not properly administer the estate Frequently policies are 
scattered among companies, thus causing inconvenience A trust 1s desirable 
when contingencies exist calling for the use of discretion or for the persona 
advice of another party. Life insurance companies are not endowed with 
discretionary powers so the services of a corporate trustee are desirable wher 
there are a number of parties interested in the estate and where it can lb 
seen that emergencies calling for unusual expenditures might arise. Where the 
estate is likely to be heavily involved or where its interests are complicated 
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Unless you are thoroughly “group-minded”’ 
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you are probably overlooking many employers 





who will buy some form of group insurance this 
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fall or winter. 





We suggest that you get acquainted with one 
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5 of the group specialists in our local office. He and will need expert advice and attention, a life insurance trust is advisab) 
. ° = The size of the insurance estate also has its effect upon the desirability of 
i will tell you how to do the preliminary work Soutien @ Gia. alegre nde wai Sesattee 

R . A life insurance trust is also frequently desirable when the interest of a 
I and help you close the business. part owner of a partnership or corporation is to be transferred to the 

: y viving partners or stockholders. 


In general, a life insurance trust is desirable when there is a need for discre- 
tion, flexibility, unity, or some special service in the administration of life 
. insurance proceeds. 

Connecticut General Question 9. Insured brought this action to recover the amount of a pre- 
mium paid on a life policy. The facts showed that insured, on February |, 
1928, applied for a life policy on the representation of insurer's agent that 


. Life Insurance Company the policy issued would contain provisions which, had they been in the policy, 
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B would have made the policy much more valuable and favorable to insured. 
RB Hartford, Conn. Insured did not read the policy at the time he received same, but did look it 
is: over five or six months later, at which time he found that the desired pro- 
B visions were not in the policy. He immediately commenced this action to 
VV VV VV VV VV VV VY VV VY PEELE EU ELE LED ELEY EL ELEY E EYE LEY ELEY ELEY ee recover the premium paid. Decide and discuss. 

‘ 


Answer to Question 9. The fact that the agent misrepresented the terms of 
the policy does not give to the insured the right to recover his premium from 
the company. An agent is privileged to solicit applications for his principal, 
the company, but life insurance companies prohibit misrepresentation or alter- 
ation of the features or terms of the contract by their agents in soliciting. 
The insured was privileged to verify and should have verified the features when 
the agent brought the policy to him. If the insured was not satisfied at the 

’ time, he should have refused to pay the initial premium to the agent. In 
OFF THE PRESS paying this premium, the insured accepted the contract as issued by the 
° principal, the company. The court would no doubt hold that he delayed for 
too long a time his action to recover his premium It is certainly reasonable 
4 d B k S to expect a policyholder to read his contract. 
A New Analysis an 00 urvey Question 10. (a) What are the requirements in your state for the prepara- 
tion of a valid will? 
(b) When does a will become effective and operative? 


For Berkshire Associates (c) Under what circumstances do the provisions of a will govern and control 


the distribution of proceeds available under life insurance policies 
Answer to Question 10. (a) The testator must be of age, of sound mind. 














This survey differs from all others. in that it is free of duress or undue influence, and capable of making a will. The will 

’ must be in writing, and signed at the end thereof by the testator in the 

alwavs up to date and shows the complete sched- presence of two witnesses who sign it in the presence of each other and th 
. testator. The witnesses should not be legatees or devisees under the will 


4 will becomes effective and operative upon the death of the maker. 


ules and details of insurance in force, distribu- (b) A wi ti | 
: k i Q f oa Administration of the provisions of the will begins with the recognition o 
tion of principle and premium deposit, dividend the executor or the appointment of an administrator by the probate court. 


(c) If policy proceeds are made payable to the insured’s estate: or if pay- 
records and guaranteed values. able to a beneficiary, and she has pre-deceased the insured, and no contingent 

beneficiary has been named; or if both beneficiary and contingent beneficiary 
have pre-~leceased the insured; then the proceeds of the policy revert to the 


-- 


A service to policyholders that will be highly ae ot ce anion ae eccaes Ee eee Gon ce ele ane” tae, 

' TH , " 717 answer assumes there is no state statute permitting change of beneficiary by will, 

valued by the individual and pay big dividends and also that life insurance policies contain a provision that interest of a 
to the associate for time spent in this work beneficiary reverts to the insured upon death of the former. 

Question fi. Life insurance policies were procured by a corporation upon 

A h ; f B k hi A . the lives of its president and its treasurer, the corporation being named 

nother fine service for Berkshire ssociates. beneficiary in the policies. Thereafter, at a meeting of the board of directors, 


a resolution was adopted that the corporation, upon receipt of the proceeds 
; : of any of the policies, would immediately declare a cash dividend of such 

Dependable Life Insurance since 1851. proceeds to the stockholders of record as of the date of insured’s death. .The 
corporation paid the premiums on the policies, and, upon the death of its 
‘“ . 99 president, the corporation received from insurers the sum of $200,000, repre- 
Ask any Berkshire Agent. senting the amount of insurance carried on the life of the president. There- 
after, in accordance with the resolution of the board of directors, the cor- 
poration declared a cash dividend, which was paid to the stockholders. in 


Berkshire Life Insurance Co. [J | ter ecm ert, weet ae sate et 


Incorporated 1851. deficiency against each of them. The stockholders contended that they, and 
not the corporation, were the beneficiaries of the insurance policies on the 








Home Office FRED H. RHODES. life of the corporation’s president; and that the proceeds of the policies 
PITTSFIELD, Mass. President. were received by the corporation as trustee for the stockholders and not as 
its own funds; and that the amounts distributed to the stockholders were 

















therefore not dividends, but were amounts received under a tife insurance 
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contract, and as such were exempt from taxation, under the provisions of 
Sec. 22 (b) (1) of the Rev. Act of 1928. which provided that amounts 
received under a life insurance contract, paid by reason of insured’s death, 
should not be Included in gross income and should be exempt from taxation. 
Decide, giving reasons. 


Answer to Question 11. The amount paid the stockholders was a corporate 
dividend, and as such constitutes taxable income. 

In this case, the corporation paid the premiums from corporate assets. 
The corporation was named as beneficiary under the policy and when the 
proceeds were paid they became corporate assets. The fact that the directors 
passed a resolution prior to the decease of the president and payment of the 
proceeds does not constitute a trust of the proceeds for the benefit of the 
tockholders. It is true that stockholders have an insurable interest in the 
officers ef the corporation and also that the corporation may insure the lives 
of the officers in favor of the corporation. However, paying premiums out 
of corporate assets and having the proceeds paid to the corporation makes 
such proceeds part of the assets of the corporation. The stockholders in- 
dividually did not pay the premiums nor was the insurance paid directly to 
them. The resolution declared that the proceeds would be paid in the form 
of a eash dividend. No trust was created The dividend was declared from 
corporate assets and the amount is taxable as income. The life value of the 
president was an asset of the corporation. They insured this value in favor 
of the corporation, and under Section 22 (b) (1) of the Rev. Act of 1928, 
were not obliged to pay a corporate income tax on it when the proceeds 
were received. The exemption, however, did not follow these proceeds after 
they became part of the corporation's assets 


Question 12. On July 1, 1909, Jackson (then age 35) purchased a 30-year 
endowment insurance policy for $100,000 with a non-participating company, 
the annual premium on which was $2,680. The surrender value of the contract 
is now $73,400. Jackson also has a $100,000 ordinary life insurance policy 
with the same company issued on July |, i919. The annual premium on 
the latter contract is $2.975 and its present surrender value is $36,420. This 
is all the Insurance which Jackson owns. Premiums have all been paid by 
the insured. 

(a) tf Jackson should now surrender his two policies, to what extent would 
he be obliged under the present federal income tax law to include the 
amounts he receives as income? Would this action give him the right to 
claim any deductible item of expense on his insurance? Explain specifically 
the reason for your answer in each case. 

(b) Assuming Jackson continues his endowment insurance in force until 
maturity. would there then (assuming no change In tax laws) be any ad- 
vantage from the standpoint of the income tax in leaving the proceeds with 
the company under a life income option instead of taking the lump sum% 
Explain carefully. 

(c) tf Jackson’s wife is named as beneficiary, under what circumstances 
and to what extent would the proceeds, at his death, be subject to federal 
estate taxation? 

In answering this question, you may disregard the i934 Federal Revenue 
Act approved May {0 if you are not familiar with it. 


Answer to Question 12 (a) The cash surrender value on the endowment 
policy is more than the amount of premiums paid. Therefore, the excess of 
the cash value over the net consideration would be subject to income tax 
in the year of surrender. This is in conformity with the federal income tax 
law which says that when the benefit under the policy is paid to the insured, 
the excess of return over the net amount paid in must be reported as in- 
come. There would be no income tax on the ordinary life policy since the 
cash value is less than the premiums paid Furthermore, the difference be- 
tween the net consideration for the ordinary life policy and its cash value 
when surrendered would not constitute a deductible item of expense. It is 
treated in the same way as premiums on any other personal insurance which 
are regarded as personal expenses, and therefore are not deductible. 

(b) With respect to the tax applicable to the difference between net 
consideration and maturity value, there would be no advantage from leaving 
the proceeds under a life income option since the treasury has ruled that if 
the proceeds of an endowment at maturity or the surrender values of other 
policies are left with the company under a life income option, they will 
be regarded as constructively received by the insured. The amount reportable 
would be calculated in the same manner as indicated in answer 12 (a). 

From the standpoint of tax on income payments to the insured, there was 
the same advantage under the old income tax law in leaving proceeds under 
the life income option as in purchasing an annuity, namely, no tax had to 
be paid on the income until the total amount received equalled the maturity 
value, or consideration The 1934 law placing a tax on that amount of 
annuity income equal to three per cent of the aggregate premiums or con- 
sideration paid will probably apply to proceeds left under life income options 

(c) If Jackson retained any incidents of ownership in his insurance, his 
wife would receive $40,000 free from tax under the provision of law which 
exempts that amount payable to a named beneficiary. If he has no other 
estate, she will be allowed $50,000 general exemption, making a total of 
$90,000 exemption. Accordingly, $110,000 would be taxed under the federal 
estate tax. If Jackson makes the proceeds payable to his wife (or any other 
named beneficiary) in such a way as to divest himself of all incidents of 
ownership, then the proceeds are entirely free from federal estate taxation 
as to his estate. However, if this has been done since the Gift tax law 
was adopted in 1932, he would be subject to a gift tax. But that is another 
question. 

PART V 
FINANCE 


(Answer any ten questions, retaining the question numbering given here) 


Question |. (a) During the past year exceptionally few new issues of 
securities, either of already established concerns or of newly organized 
businesses, were floated in the United States. List and explain briefly the 
factors which may account for this. 

(b) A proposal is advanced to organize a new life insurance company. 
What factors should be considered by the proponents of this company before 
its actual organization? Give reasons for each. 


Answer to Question 1. (a) There were few new issues because: 
(1) Business conditions were, and are, too uncertain to justify expansion 


Continued on next page 














For 6/7 Years 


Through wars, epidemics and depressions, 
the Equitable Life Insurance Company of 
[owa has met every obligation to its policy- 
holders and beneficiaries. Today it has the 
largest amount of cash resources in its history 
after meeting all obligations out of current 
income without one cent of borrowed money. 
The Company faces 1934 with more than 
2,500,000 cash on hand, and with the knowl- 
edge that its cash income, which in 1933 ex- 
ceeded all obligations by FOUR MILLION 
DOLLARS, is steadily increasing in 1934. 


FIVE OUTSTANDING FACTS 
FROM THE 1934 STATEMENT 


1. The Equitable Life of Iowa is now in a more 
liquid position than at any previous time. 


y & It now has assets exceeding $132,000,000, the 
largest ever owned, and on a conservative basis, be- 
low the amount which will be realized in due time. 


3. Notwithstanding the strenuous period through 
which the nation has passed, the Equitable Life of 
Iowa has steadily increased its ratio of assets over 
liabilities as a measure of security against unforeseen 
contingencies. 


4. It now has in special and surplus funds for the 
protection of policyholders more than $7,000,000, the 
largest amount in the company’s history. 


5. During the Company’s entire sixty-seven years 
of experience it has promptly met all obligations so 
that policyholders may be assured that—as in the 
past—future demands will be met without delay. 


The Complete Financial Statement Will 
Be Mailed to Anyone Upon Request 


THE EQUITABLE LIFE 
INSURANCE COMPANY OF IOWA 


ESTABLISHED 1867 Home Orrice, Des Moines 
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An unusually attractive Agency contract is offered, as 
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C.L. U. QUESTIONS AND ANSWERS—Continued 


of new or old plants. Inventories and idle productive capacity have been 
unusually bigh. If present equipment cannot be utilized, there is no good 
reason for increasing plants. 

(2) A decent rate of return cannot be earned on present capitalization 
and the prospects have not been good. Therefore, businesses generally hav: 
been seeking for ways to cut down their inventories, reduce their fixed 
charges, limit their production, contract their over-expanded plants and, in 
general, to get in position to last out an indefinite period of profitiess opera 
tion. 

(3) Even reorganizations have not supplied any great quantity of new 
issues because in the main they have provided for the reduction and elimina 
tion of outstanding capitalization. 

(4) The new regulations of the NRA relative to hours of labor and wages 
paid to labor, plus the other code restrictions as to price-fixing, competition, 
monopolies, and trade practices have made business men wary of expanding 
their activities. 

(5) On account of the Federal Securities Act, promoters who ordinarily 
would seek to launch new businesses and handle the financing necessary to 
getting projects under way refuse to take the tremendous risks attached to 
the marketing of securities under the provisions of that Act, even as amended 
this year. 

(6) The uncertain and wavering monetary policy of the Federal Govern 
ment has made business men fearful and investors wary. This is fully realized 
by the investment bankers and in advising clients they have pointed out the 
inherent dangers of the present situation. Consequently, the complexes of 
fear and uncertainty have been multiplied many told and issues have been 
few. 

(b) In organizing a new enterprise, there are ordinarily four definite 
steps: (1) Discovery, (2) Investigation, (3) Assembling. (4) Financing 
Establishing of a life insurance company is concerned primarily with the last 
three. 

(1) In deciding whether to write ordinary insurance, industrial, group or 
any combination of these, investigations and surveys should be made of the 
available markets for the ‘‘product;’’ how well those markets are being served, 
and the possibility of a new enterprise successfully contesting with estab 
lished concerns in the fleld. 

(2) Then it will be necessary to see if qualified executives, actuaries, 
medical examiners, financial and tax experts, legal experts, supervisors, agency 
managers and agents of a high caliber are available. 

(3) From the organizing and financing standpoint, the following factors 
should be considered: 

a. Is this to be a stock or mutual company? 

b. In what state should it be incorporated? 

c. What investment must be made in developing a fleld force? 

d. How is the initial cost to be financed? 

e. Are securities to be sold to the public? 

f. What is the reserve basis to be used? 

g. How much surplus will be necessary in financing the initial activities 
to prevent impairment of capital or reserves? 

h. How are the assets to be invested? 

The reasons for each of these are self-explanatory. 


Question 2. (a and b) A corporation has outstanding an issue of 6 
cumulative, participating, no par, preferred stock, and an issue of 7% de- 
benture income bonds. Describe carefully the essential characteristics of each 
of these securities. 

(c) Under what circumstances is it considered essential in an issue of 
bonds that provision be made for a sinking fund? 


Answer to Question 2. (a) A $6 cumulative, participating, no par, pre- 
ferred stock represents a share in the ownership of the corporation to which 
these rights attach. 

(1) By $6 cumulative is meant that $6 annually will be paid on each 
share, lacking which, i.e., in case of passed dividends, this sum will be 
held cumulatively due the stockholders and must be paid for all years passed 
before the common stockholders receive anything. 

(2) By no par is meant that the stock is without a stated face value. 
Book value, dividends, etc., must be expressed on a per share basis. This 
may prevent fantastic capitalization figures. 

(3) By participating is meant that the preferred shareholders may share 
in the surplus of the corporation over and above their specified allotment. 
after common stockholders have received a certain stipulated amount. This 
participation may be both as to income and assets, or income only. 

(4) By preferred, as distinguished from common stock, is meant that the 
stock ranks ahead of common as to dividends always, assets usually, and 
voting power occasionally. 

(b) A 7% debenture income bond is an evidence of a loan to the corpora- 
tion and a promise to pay. 

(1) 7% is the coupon rate of the bond. 

(2) Debenture means there is no mortgage or collateral behind the bond. 
It is simply the corporation’s promise to pay and secured only by its gen- 
eral credit. 

(3) Income means that the 7% will be paid only if earned. 

(4) Bond as distinguished from stock represents a debt of the corporation 
owed the lender or bondholder. The bondholder is a creditor of the cor- 
poration. 

(c) In an issue of bonds it is essential that provision be made for a sink- 
ing fund when the nature of the business is of the ‘‘wasting asset’’ type. 
In other words, the existence of the corporation is limited because of the 
limited supply of the raw material, such as in coal mining operations, oil 
drilling or timber cutting. Also, a sinking fund is needed if the bonds are 
secured by assets which are subject to great depreciation or obsolescence dur- 
ing the life of the issue. 


A formerly prosperous concern has encountered financial difficulties because 
of its failure to accumulate adequate emergency reserve funds. It has both 
common and preferred stock and an issue of mortgage bonds outstanding. Its 
assets would yield, even at forced sale, an amount sufficient to pay off its 
indebtedness in full, but leave little if anything for the stockholders. 

(a) Under what circumstances could a voluntary reorganization be effected? 
Explain briefly the nature of provisions which should be incorporated in the 
reorganization plan. 

(b) Under what cir tances could the concern be forced into bank- 
ruptey? Explain. 
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Answer to Question 3. (a) A voluntary reorganization could be effected with 
permission of the bondholders and other creditors the firm may have. These 
would probably have to be convinced that reorganization would be better for 
them than liquidation. This would involve questions as to whether the com- 
pany’s product was still in sufficient demand, etc. In this case the difficulty 
seems to have been a lack of reserves only, so probably the creditors would 
favor reorganization. 


Provisions incorporated in the reorganization plan should be such as to: 

(1) Lower fixed charges, which would probably involve acceptance by the 
bondholders either 

a. Of a lower interest rate, or 

b. Of a substitution of investment wherein they might get partly stock 
in exchange for their bonds. By decreasing fixed charges and bonded debt 
the management would be enabled to build up adequate emergency reserves. 

(2) Revitalize the management, making sure that the present condition 
would not be repeated. 

(3) A third item often contemplated in reorganization is the securing of 
working capital. This can be done as above by reducing charges, or by 
selling property, or by borrowing, usually on receiver's certificates. The 
plan, if possible, should make full provision for redemption of the securities 
of stock or bondholders who do not wish to continue. This will eliminate 
injunctions and other restraining efforts of the malcontents. 

(b) The concern could be forced into bankruptcy if it had committed 
some act of bankruptcy, recognized under the National Bankruptcy Act. such 
as setting aside funds or assigning funds in order to prefer one creditor 
over another, concealing assets with intent to defraud creditors, or making a 
general assignment for benefit of creditors. The forcing would be accom- 
plished by a petition, to the court, of creditors representing a certain por- 
tion of the outstanding debt. 


Question 4. (a) What is meant by (1!) call-money rates, (2) Federal Re- 
serve rediscount rates; (3) commercial paper rates, and (4) bankers’ accept- 
ance rates? 

(b) Explain the relationship between the Federal Reserve rediscount rate 
and the function of the Federal Reserve Banks in providing an elastic currency. 
3 ! : i 6 i i. 

Answer to Question 4. (a) (1) Call Money Rate The rate charged by 
money lenders on the New York Stock Exchange for the loan of money 
which may be terminated on demand by either party. and which must be 
secured by depositing with the lender high grade liquid collateral in adequate 
amount. These moneys are usually loaned by large capitalists or banks, and 
ordinarily used by brokers to finance stock purchases on margin. 

(2) Federal Reserve Rediscount Rate. The rate charged by a Federal 
Reserve Bank for rediscounting or lending Federal Reserve credit to a bank 
which is a member of the Federal Reserve system when that bank brings to 
the Federal Reserve Bank eligible commercial paper which it has in its port- 
folio, and hypothecates the eligible paper with the Federal Reserve Bank in 
exchange for credit on the Federal Reserve Bank's books. In other words, it is 
the rate of interest charged for a loan from the Federal Reserve Bank to a 
member bank. 

(3) Commercial Paper Rate. The rate of interest which is charged for 
lending money or credit to commercial enterprises for short periods of time 
where the security is the note of the borrower. Such notes are general ob- 
ligations of the borrower and loans are made only after careful credit analysis. 

(4) Bankers Acceptance Rate. The rate of interest charged to a borrower 
on a loan for a short term for commercial use where a responsible bank has 
substituted its own credit for that of the borrower by writing its name on 
the borrower's note and dating it, thus giving evidence of its willingness 
to be responsible for payment of the note. 

(b) In order to provide a currency that would expand and contract with 
the needs of business, the Federal Reserve Act of 1913 provided for the 
issuance of notes against rediscounted commercial paper so that the currency 
supply would be flexible with the demands of business. It was thought that 
the volume of such issues could be controlled at any time by influencing the 
difficulty or ease of commercial borrowing. This was to be done through the 
Federal Reserve Banks by raising or lowering the rediscount rate and thus 
making it difficult or easy for banks to make an expansion of bank credit 
available to the country as a whole or in special Federal Reserve districts. 
If business is booming, the banks receive much demand for credit and they 
may go to the Federal Reserve Bank with eligible paper for rediscount. 
If the Federal Reserve Bank feels that credit is expanding too fast, it may 
raise the rediscount rate to a point high enough to discourage further borrow- 
ing, for the member banks in order to make a profit must charge customers 
more than the rediscount rate and so they discourage customer borrowing. 


. Thus, the elastic feature is demonstrated in this currency system for while 


the currency system may expand when pressure for such expansion exists, 
nevertheless the ever increasing penalty of higher interest as expansion pro- 
gresses tends to gradually reduce the desire for expansion until a balance has 
been reached. Likewise, when business is dull and a desire is felt to aid 
recovery, Federal Reserve rates may be lowered to encourage rediscounting 
and expansion of currency or credit to promote business activity. 


Question 5. Within the past year we have embarked upon a program of 
purchasing gold in foreign markets, the purpose of which is to maintain or 
raise prices in the United States and at the same time enable our industries 
to compete with those of other countries for foreign markets. 


(a) Explain briefly how payment can be made for the gold purchased. 
(b) Explain how this may make competition for foreign markets easier 
for our industries. 


Answer to Question 5. (a) Eventually all gold purchased must be paid for 
in goods or services. Temporarily, the shifts in international credits may 
obscure this fact. but in the long run it is impossible to avoid the customary 
methods for settling international transactions. This assumes that payment 
will be made and also recognizes that exchanges of evidences of debt do not 
constitute an eventual discharge of the obligation. 

(b) The way in which this will make competition easier for our indus- 
tries may be explained by using a given foreign nation as an example. 

The demand for French francs in the New York market in order to pay for 
the purchase of the gold in Paris will raise the value or price of the franc 
in terms of dollars. Relatively the dollar becomes cheaper and the franc be- 
comes more valuable. Since the dollar is cheaper in terms of francs, it will 
be easier for United States industry to sell their goods to France for the 





franc will buy more goods in the United States than it would before. Or, 
stated a little differently, because of the increased purchasing power of the 
franc, French importers will want to purchase their goods in the United States 
market. All of this assumes that the price rise in United States merchandise 
will not be sufficient to offset the advantage gained by forcing up the value 
of francs in terms of dollars. 


Question 6. (a) What restrictions are imposed upon the lending powers of 
National Banks and for what reasons are these restrictions imposed? 

(b) What are the differences in function of trust companies as contrasted 
with those of commercial banks? Be specific as to the respective functions 
of each. 


Answer to Question 6. (a) Restrictions on the lending powers of national 
banks as laid down in the National Bank and Federal Reserve Acts may be 
grouped as follows: 

(1) The total amount loaned is restricted by the reserve requirements which 
must be maintained with the Federal Reserve Bank. 

(2) Limitations are placed on the amount to any one individual, concern, 
corporation or type of industry. 

(3) There are restrictions as to the kind of loans, for instance, loans col- 
lateraled by the bank’s own stock and loans on certain types of paper. These 
restrictions are imposed to insure safety, liquidity, and diversification. 

(b) In practice commercial banks and trust companies tend to invade each 
other’s territory, but strictly speaking, the functions of commercial banks 
are to facilitate the exchange of goods and services by advancing credit on 
instruments indicative of this exchange. In other words, they supply working 
capital to business and industry whereby the normal conduct of industrial and 
business activity is carried on. This embraces the acceptance of deposits, 
the collection of bills of exchange, the issuance of money, the discounting 
of commercial paper, the clearance of checks, etc. Their principal source of 
profit comes from the differential between what they pay on deposits and 
charge on loans. The true functions of the trust company are quite different. 
Their task is to hold, invest and administer funds entrusted to them as 
executors, administrators, guardians, trustees, etc. In these capacities, they 
may act for individuals or corporations, (as the trustee under a corporate 
mortgage). Their duty is watching and caring for what is entrusted to them, 
within limits prescribed by law or contract. Insofar as this involves investing 
any funds. It is done for the benefit of the account to which it pertains. 
Their profit is derived from a charge for service rendered. 


Question 7. Compare or contrast the composition (both as to types and 
as to proportion) of the assets of a typical life insurance company with that 
of a typical commercial bank. Be specific. Give reasons for points at which 
you find them similar and for points at which you find them dissimilar. 

Answer to Question 7. Assets of a typical. life imsurance company and 
commercial bank. 


Life Insurance Company 


Bonds 30-35% 
} S&S. Gov't. 
Municipal Commercial Bank 
cme Bonds 
Utility U. S. Gov't. 10-20% 
Foreign Other 2-5% 
Real estate, including home Receivables 50-60% 
office 3-5% Due from other banks 
Mortgage loans 35-40% Commercial paper 
Farm Loans and discounts 
City Cash 15-30% 
Policy loans 18-23% Real Estate 
Cash 2-3% Banking quarters 1% 


We find the bank with a great deal more cash on hand than the insurance 
company because its demand liabilities are much larger, and the demand may 
exert itself concertedly, which is improbable with the insurance company with 
its scheduled maturities and predictable death losses. 

We find ‘‘due from other banks’’ a sizable item in the bank statement, in- 
dicating exchange with other banks. No such thing exists with a life in- 
surance company except possibly a few- insignificant current adjustments with 
reinsurance companies. 

We find a large number of government bonds owned by the bank, to further 
strengthen the liquidity requirements of the bank, and for note issue pur- 
poses, if the particular bank has that privilege. 

Neither the bank or the insurance company owns much real estate, and 
neither is interested in possible speculative profits, or investments requiring 
property management, such as real estate. Besides, both are subject to legal 
limitations in this respect. 

We find the bulk of the bank’s assets under “‘Receivables.’’ These arise 
from short term financing operations, the principal business of the bank. 

While the bank’s security holdings, except for government bonds, are 
small, and we find no mortgages, bonds and mortgages represent practically 
the entire asset structure of the insurance company, giving credence to the 
statement that they invest for income primarily, with well scheduled maturities 
and a long range viewpoint. 

The item of policy loans is, of course, peculiar to life insurance companies 
only. 

Normally, cash is low in both institutions, but on account of demand de- 
posits, the ratio of cash to total assets should be much higher in a bank 
than an insurance company. 


Question 8 (a) Explain the nature of the price movement of high grade 
industrial bonds during the transition from a period of depression to a period 
of prosperity, and give reasons for their movement. 

(b) Would the price movement of low grade issues of bonds be of the 
same nature? Explain. 


Answer to Question 8. (a) During a period of depression high grade in- 
dustrial bonds maintain a fairly good price level. Although such bonds do 
not pay a high rate of return, interest rates are generally low during de- 
pression and good, safe investments are, in demand. With the swing of busi- 
ness to prosperity, other forms of investment become popular and a higher 
rate of interest than that offered by the good industrials is sought. At such 


Continued on next page 
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C.L. U. QUESTIONS AND ANSWERS—Continued 


a time, the general trend of interest rates is upward. Return and appreciation 
in value become more important than safety. Hence, high grade bonds with 
a fixed interest rate have a tendency to decline. 

(b) The prices of low grade issues would not act in the same way. The 
safety feature demanded during the depression would have sent these bonds 
to a low level. But with the swing to prosperity, the prospect of earning 
their interest would return and the safety would be increased. This, together 
with existing low prices, and the greater rate of return promised, would 
create a demand for the bonds and, unlike the high grade issues, the low 
grade issues would increase in price, resembling very much in price movement 
the preferred stocks. 


Question 9. Compare life insurance with other Investment media, as to 
the three qualities which are recognized as the most important qualities of 
an investment, viz., safety, yield, and marketability. Be specific, and justify 
your contentions completely. 


Answer to Question 9. (a) As to safety. Safety rests on a number of fac- 
tors, primary among which are: 

(1) Diversification. Life insurance probably secures this to a _ greater 
degree than any investment by: 

a. Geographical distribution of securities, (its funds are invested from 
coast to coast) 

b. Distribution of its securities among various economic enterprises (its 
funds are spread mainly in first liens, over the most basic resources of the 
country, and are secured by the good will of its people, its farm and city 
properties, its utilities, and its railroads) , 

c. Different types of security 

d. Purchase of a great number of individual securities, and 

e. A good spread of maturities. 

(2) Expert and scientific investment management. Under supervision of 
investment experts, the mathematical principles on which life insurance 
companies operate enable them to build their portfolios with accuracy as 
to the time when money will be needed. 

(3) State control. Insurance companies are subject to a high degree of 
estate regulation, as well as to rigid examination, to guarantee that they 
will be safe. 

From the standpoint of safety, no other investment can be mentioned in 
the same class with life insurance. 

(b) As to yield. It is this point that the proponent of life insurance 
finds most difficult to get across. When the entire premium is considered to 
be the investment, life insurance does not usually compare favorably with 
gilt-edged securities paying 4 to 5%. It often does, however, compare favor- 
ably in yield with savings banks. 

The entire premium, however, is not a fair basis on which to compute 
yield since it is indisputable that the cost of the term element (the pure 
protection) which the insured receives is justifiably deductible as he would 
not have this protection with any other form of investment. 

When the pure protection cost is deducted (by the Linton Method which 
contemplates figuring the yield through ascertaining the cost of yearly re- 
newable non-participating term insurance for the amount at risk during each 
year, subtracting this from the net premium, [dividends having been de- 
ducted] and regarding the remainder as the investment portion) the rate 
which this investment portion must yield over a period of time in order to 
equal the cash value, or the maturity value of an endowment, is seen to range 
in most cases from four to 5 per cent, depending on the type of contract 
and the period of time involved. This is equal or superior to the return on 
gilt-edged securities. 

(c) As to marketability. Life insurance, by contract, is always marketable 
at par (that is, can be liquidated for the cash value) and this contract has 
seldom been broken. The fluctuation in price of high grade bonds has been 
considered in a previous question. There are times when such securities 
can not be sold except at a substantial discount. Prices of stocks soar and 
fall with the economic winds and even the best stocks must often be sold 
far below the purchase price. Real estate is notoriously bad as to market- 
ability, particularly in periods of depression, and sacrifices in price to effect 
a sale may be enormous. Certain building and loan associations have been 
100 per cent ‘“‘frozen’’ for a period of years. Savings banks, with their given 
number of days notice, come more nearly equalling life insurance as to 
marketability than any of the other investments. 


Question 10. (a) From the standpoint of risk to the Investor In stocks 
and bonds, what characteristic differences are importance in railroad as 
compared with industrial securities? 

(b) Is the callable feature of a bond of benefit to the purchaser of the 
bond? Explain, showing the effect which the callable feature of a bond may 
have (1) upon its effective rate of yleid, (2) upon the possibility of profit 
or loss, and (3) upon the value of the convertible privilege, assuming that 
the issue is also convertible. 


Answer to Question 10. (a) The securities of a railroad may be more 
secure than those of an industrial because the demand for the services of the 
railroad are more stable and there is not the same danger of obsolescence. 
An industry may fail because there is no longer a demand for its product. 
A railroad will be more likely to have a demand for its services for a longer 
time than an industrial business. ; 

There is not so much danger of competition hurting a railroad as an in- 
dustry. High cost of duplication, and regulation by the Government, give 
the railroad a form of monopoly which the industry does not possess. The 
return on some industrials will no doubt greater, but the investor runs 
greater risk of the company failing than he does in the railroad. 


A railroad may be used or taken over by other roads and made to yield an 
income. The plant and equipment of an industry are often usuable for just 
one purpose. Should the demand cease to exist, the security is practically 
worthless. It is true that the equipment of a railroad can be used for just 
that purpose, but the demand for services of a railroad are much more 
stable and it is less subject to obsolescence through invention, or change in 
public demand. 





The railroad, on the other hand, may find it more difficult to adjust its 
operating costs or to increase its rates as it is subject to a high degree of 
regulation by the Interstate Commerce Commission which is not imposed on 
industrial concerns. This may prove a decided handicap in bad times. 

(b) The callable feature in a bond may not be of benefit to the holder. 
It may influence the effective rate of yield, for the bond is not likely to sell 
above the price at which it is callable. There is little chance of making a 
big profit through appreciation for it is usually callable at silghtly above 
par. Of course, if the bond were purchased at a discount, the price may 
go up to the call price and thus give the holder a greater profit. However, the 
chance for profit is limited. The call figure usually starts several points above 
par and decreases at certain intervals until it reaches par or maturity. As 
previously indicated, there is no chance of profit unless called at a figure 
above which it was bought for the bond is not apt to sell above the call 
price. However, a loss may be suffered for the callable feature will not keep 
the price of the bond from going down. 

The callable feature would limit the value of the convertible privilege. 
The bonds go up with the price of the stock into which they are convertible. 
However, the callable feature would limit this rise, for if the stock goes 
above the call price the company may be in a financial condition to retire 
the bonds. If the coupon rate on the bonds is high, the company will un- 
doubtedly exercise its privilege and thus deprive the holders of future profits 
arising from the convertible feature. 


Question ti. (a) Distinguish carefully between fixed Investment trusts and 
management investment trusts. 

(b) “A” contends that by the purchase of certain investment trust shares 
he will secure a wide diversification of investments which will protect him 
against any possible loss. Do you agree or disagree? Give reasons. 


Answer to Question 11. (a) A fixed investment trust is one in which se- 
curities are purchased and deposited with a trustee for a definite period of 
trusteeship according to the deed of trust. Shares representing certain equity 
in this block of securities are sold to the public. By ‘‘fixed’’ is meant that 
the trustee does not have authority to alter the portfolio of the trust. 


A management investment trust is based on the same principles of trustee- 
ship and share sale, but the trustee has discretionary. power to buy and sell 
stocks, exercise rights, etc. In short, he is responsible for the successful 
operation of the trust with general managerial duties and powers. 

(b) It is true that “A” may secure greater diversification by purchasing 
trust shares than if he invested the money himself. Also, diversification 
tends to eliminate the risk of loss. However, the mere purchase of trust 
shares and the diversification obtained thereby will not insure him against 
any possible loss. It all depends on the selection of the diversified securities, 
the time of purchase and sale, and the management of the trust. Diversifi- 
cation alone will not insure against loss. Care in selecting the securities is 
very important and also careful supervision is necessary. If the general level 
of prices of securities is down when the trust is closed, there will be a loss 
no matter how diversilfied and well selected they are. Diversification will 
tend to eliminate loss through individual selection by getting the law of 
averages to work but this is only one of the requirements in good investment. 
Moreover, an investment trust does not usually have diversification within 
the meaning of that term as used in the answer to question 9. Careful selec- 
tion, diversification, close supervision—all are important One alone will not 
insure against loss—the three together will reduce the possibility of loss. 


Questions for the Agency Management Examinations 
PART A 


(To be completed within four hours) 


BUSINESS ADMINISTRATION 
(Answer all questions) 


1. (a) Explain the corporate structure of a holding company. 


(b) What are the presumed advantages of this form of business ofgani- 
zation? 


(c) Could holding companies in the life insurance business bring better 
and more economical management: 

(1) Among the larger stock companies? Explain briefly. 

(2) Among the smaller stock companies? Explain briefly. 

2. (a) What are the functions of the executive or management committee 
of a corporation 

(b) What is the usual make-up of such a committee? 

(c) Outline the organization and proper functioning of such a committee 
in a life insurance company. 

3. (a) Draw an organization chart for the agency department of a medium 
sized life insurance company using the branch office system, showing all the 
various functions which should be performed by the department. 

(b) What changes would you make in this if the company were operating 
on the general agency system? Explain. 

4. The following financial report, as of December 31, 1933, was published 
by the ABC Company: 





Assets 

A ee seeene pesadesconecse péedene — $237,603 
Pn’ £6 scccusncatabecéoce Sbeednonseéedodnseee : 324,582° 
i) TEED. dni anieg pees peaedeeusaccesebecoones o« 543,137 
Inventories at cost or market (whichever was lower) ..... 1,855,391 
Marketable Investments (at cost) .......... cceccccccecces . 173,882 
i i Ce iis cesses sedesecesocesceteses . 2,404 
i, CD Winns. 6 re ivcwcedces cosbeceees sée 829,580 
Due from Officers and Employees, partly secured .......... 1,231,767 
a eT ee ee oe ; 275,334 
Real Estate, Buildings, Equipment, etc. .............cc0c- 17,978,877 
DE ~ Usauensdnooseceteesoose juxtasbdsccodedtenvoedeseoore ° 31,641 
Cash in Closed Banks ............. peeeuecenéeseeetnubecuce 21,365 

$23,505,563 


(* $125,000 pledged as collateral on notes payable. ) 
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its 
e of 
| on Liabilities 

SE ED MUD PEED ccnciveddesddcnedtcecconrsccoscouceee $325,000 
der. ($125,000 secured by Notes Receivable) 
se)] i Me vcendcedeaseocendée hp eéjudabbae dksadacs rT 143,969 
ga Accrued AccountS .....ceces odd ecbsiee 66 O0SS 6060660666600 08 179,048 
bove ‘wo year 5% gold notes due March 1, 1994 .......6ccccceees 5,000,000 


may lieserve for Contingencies ... saeseeeseeeges ecesecedoceees 1,750,000 
the (Contingent liability as endorser $232,809") 
ove See es Ee, GED. Bawa dened ccacéeccccecescoecseeen 16,107,546 


$23,505,563 


ure LIFE INSURANCE 








call 
cep (a) What is meant by the terms ‘‘quick assets’’ and ‘“‘current ratio’’? 

(scertain each from the above data 
we (b) & (c) Point out and explain briefly all th: various items of strength EDWIN A. OLSON cuicaceo 
ble. weakness in this balance heet PRESIDENT wLINOIS 
ee ’. (a) A general agent examines the business of a certain agent and finds 
: hat ” ” 
_ (1) His collection frequency is AS FAITHFUL AS OLD FAITHFUL 
fit (2) Hlis average policy is $2,000. e 

’ (3) His average premium per thousand is $25.00 

If it costs $0.50 to make a renewal collection and if the General Agent's 

ind newal margin on the business is 2.5%, can he collect this agent’s business 


ta profit’ 
res (b) In 1933. a General Agent received a net renewal income of $20,000. 
r His net first year investment in $3,000,000 of new business was 10,000. The ° e 
oem present value of the expected renewal income from this new business is $6.00 The Only Illinois Mutual Full 
per thousand Determine: 
: (1) Hlis net income for 1935 . 
of (2) Hilo gectebie puelt for 30a, ; | Level Premium Reserves Com- 
, 6. What is meant by control through accounting? Does it mean the 
v4 ime as “‘budgetary control?” What accounting data are needed for the 
ound conduct of a life insurance agency? | O f 2A. ~ h C. 
7. Explain briefly the importance of each of the following in the interpre- pany an¢ ne Oo uc om- 
ce tation of a company’s financial statement: (a) reserve for obsolescence, 


el] (b) fixed charges. (c) factor of safety. (d) book value . . - 
ul 8. The following new policies have been placed on the books of an agency panies in the United States. 


in the month of May: 


ng £1,000 $3,000 $10,000 
1. nen 5.000 5,000 

. 7000 2.000 7.500 @®eeee*?es 

st 10,000 1,000 2 000 

Ss, 20000 1.500 2 000 
5 Ooo 2. Fw 5.000 7 ° 

. noes 5 000 15,000 What desirable general agency open- 

el ® 000 may Oy 


. (a) What is the “arithmetic” average! ings in a purely mutual full level pre- 
ll (b) What is the median’’? ? 

of (c) What is the ‘‘mode’’? . . 9 
(d) Which figure is the most significant and why? mium reserves company are available? 
9, As a means of showing the need for more life insurance because of rising 

. costs of living. you wish to compute an index of retail prices Explain how 


vou would do this mying particular attention to prope eighting of the P 
. a gst: alan Twenty years ago there were many and 


index numbers. 


10. You are asked to determine for a given agency whether there is any 
correlation bhetween the number of years a full-time agent has been engaged those who saw and acted, are the en- 
in life underwriting and the lapse ratio on life insurance sold. Assuming 
the agency is sufficiently large for the results to be significant, indicate (a) ~ 
the exact data you would need (b) the tatistical procedure you would vied ones of today. 
follow. Be specific, using your own figures to illustrate if necessary. 





Questions for the Agency Management Examinations 
PART B 


(To be completed within four hours) 
SALES ADMINISTRATION 
(Answer all questions) 


Operates in the East as well as the West: 


4 T , — , - 
1. List and discuss the factors which a Manager should take into account Maine New Jersey Minnesota 


in making a recruiting plan for his agency for the next twelve months. . , 
®. (a) Suggest at least four methods of recruiting new agents. New Hampshire Ohio North Dakota 
{b) What are the advantages and disadvantages of each? 


%. If you had to pay salaries to your agents, what changes would you make: Vermont Michigan South Dakota 
(a) In your selection of men? 

) 0 ai yf ( Ss Oi sio ¢ ho 3? v* . . . 
2 oe Gee oS eee See Massachusetts Wisconsin California 


§ & 5. Your company proposes to prepare a manual which can be used in 
various agencies as a basis for the training of new life insurance agents 


Submit an outline of the material which you believe should be included in Rhode Island Illinois Washington 
this. indicating briefly your reason for each section you include. If the 
arious divisions of your outline are not of equal importance, state for each Connecticut lowa Oregon 
the proportion of the manual which should be devoted to it. 
6. You have just been put in charge of an established agency. You find Nebraska 


that the morale of the agents is low, and that the average production per 
man has been falling steadily for many months. Outline the procedure and 
methods which you would use to remedy the situation. 

7. What method or methods would you suggest to overcome the usual 
slump in new business which a particular agency has regularly experienced 
in August for several years? Show specifically the various features of one 
method and how you would apply them towards this end. 

8. The Board of Directors of your insurance company has decided to ap- 7 ° - _— . 
propriate funds for an advertising campaign and asks each of the general Men who believe they have ceneral 
agents or managers to suggest (a) the practical objectives which should be 4 " P 
sought, (b) the type of publications in which advertisements should be placed, agency qualifications may obtain full 
and (c) the type of advertisements to be used. Assuming you are a general ™ 
agent of this company, outline the answers you would make to this inquiry, . . = ’ 
indicating specifically the reasons on which you base each suggestion. particulars by addressing the Agency 

9 Many agents rely to a large extent on proposals or briefs in selling new 
business. 

(a) Do you believe this should be encouraged? Give all your reasons. Department. 

(b) What‘effect do you expect the events of the last three years will have 
on this type of selling? 

10. You have decided to send a letter to one hundred policyholders, asking 
each to suggest a suitable man for your agency fleld force. 

(a) Write such a letter. 

(b) Analyze the letter, stating why you think it will get results. 
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EQUITABLE MILESTONES 





1859—The Equitable founded on a mutual basis by 
Henry B. Hyde and associates. 


1861—Limit of risk increased from $5,000 to $10,000. 
1862—Conditional (Binding) Receipts first authorized. 


1865—First Dividend Paid to Policyholders at End of 
First Five Years. 
First Policy Issued with a Trustee Beneficiary. 


1866—Limit of risk on one life increased to $25,000. 
1867—Annual Dividends introduced. 


1868—Deferred Dividend Insurance introduced. 
Limit of Risk on one life increased to $50,000. 


1869—Travel and Residence Liberalized. 
Grace in Payment of Premiums. 


1879—Three-year Incontestable Clause introduced. 


1880—Insurance granted to Women. 
Occupational Sub-Standard Ratings. 


1881—Survivorship Annuity. 

1883—I mmediate Payment of Death Claims. 
Life Annuity. 

1884—Limit of risk on one life increased to $100,000. 
25th Anniversary of the Society. 


1886—Freedom of Travel and Residence granted. 
Two-year Incontestable Clause introduced. 


1888—Deferred Annuity. 


1894—Rigl:t to change the Beneficiary. 


1896—Cash Surrender Values first allowed. 
Limit of risk on one life increased to $200,000. 
Policy Loans introduced. 


1900—Automatic Surrender Values. 
Extended Term Insurance. 


1901—First Schools of Instruction for Agents. 


1905—Convertible Policy. 
Two Life Annuity. 


1907—Optional Method of Settlement introduced. 
1909—Age limit reduced to 15. 


First Correspondence Course. 
50th Anniversary. 


1910—First $100,000 Club organized. 
Corporate Policy. 


1911—Group Life Insurance. 
Refund and Cash Refund Annuities. 


1912—Agency Clubs organized. 
First Disability Waiver Clause. 


1913—First Policyholders Service Campaign. 
1914—Income Bond. 


1917—Double Indemnity. 
Post Mortem Divicends. 


1919—Educational Fund Agreement. 


1920—Endowment Annuity at 65. 
Group Accident and Health Disability. 


1921—Limit of risk on one life increased to $300,000. 
Additional limits by reinsurance. 
Retirement Annuity. 
Salary Continuance Agreement. 


1922—Cash and loan values given at end of two years. 
Group Accidental Death and Dismemberment. 
Limited Owner Policy. 


1924—Inheritance Tax service. 


1925—Complete Mutualization under 1917 plan. 
Age limit reduced to 10. 


1926—Two-year Initial Term Policy. 
Five-year Automatic Term. 
Non-Medical for Policyholders. 
Salary Savings. 


1927—Group Annuities. 


1929— Monthly Premium Insurance. 
General Non-Medical. 


1930—Special Life Annuity. 
1931—Economic Adjustment Policy. 
1933—Optional Retirement Policy. 


1934—Family Income Policy. 
75th Anniversary. 


Three Quarters of a Century of Progress and Public Service 


THE EQUITABLE LIFE ASSURANCE SOCIETY 
OF THE UNITED STATES 


393 Seventh Avenue 


THOMAS I. PARKINSON, President 


New York 
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Name of Company 


SD EE ondiacacecscaede 
CE, nts ed datas ca céakdes 
ED ., Bi ett te bind oan weed 
*Australian Mutual Provident 
Leacon (late Abstainers 


& General) .....cccccccees 
omen ne gg egneeée ot 
aBritish Equitable .......... 

haBritish Genera] ...ccccccces 
( ‘aledonian (price under 
eee ee ae eo 
Caledonian (price £1,000 or 
BUGGED eeecvccscesecewcecceos 


Se SE nes ca cedackoasus 
aClerical, Medical & General! 
hColonial Mutual ........... 

haCommercial Union .......... 

Po 


St ee 
I, i al 
alagle, Star Brit. Dominions 
rr eo 
Dy  adeucerseccccosese 


i ie Di ses eeseeesee 


aFriends’ Provident ......... 
EE 
wah a deh wed san bekedéet 
ED Giusn ds 066s Ves kde 6 


abImperial Life of Canada . 
Law Union & Rock ........ 

attLegal & General ........... 
Life Association of Scotland 
Liverpool & London & Globe 


aLondon & Manchester ...... 
aLondon & Scottish .......... 
aLondon Assurance ....... 
London General .......... 
EY CS eg aan 


abManufacturers Life of Canada 
Marine & General ......... 
tMutual Life & Citizens . 
TMutual Property ........... 
La Nationale (Paris) ....... 


aNational Farmers’ Union 

o2t*Nat. Mut. of Austraccncia 

dtNat. Mut. (price up to £1,000) 
National Provident ......... 
Sy ME gon 506 6600 60008 


North British & Mercantile. 
EE en tn dae ceeds’ oot 
i Ci oa a weed 
Pe 666d eed ene ne nest sn 

Le Phenix (Paris) .......... 


ES ee 
tt ieieaiieidtes neatiae bbb bet 
Provident Association ..... 
Provident Mutual .......... 
GEE wanded ws 60s 0 0 seen 


Dt) ‘che denedaduecessdoeve 
DTT éhivenededoestedseoes ce 
aRoyal Exchange ............ 
ettRoyal London ............. 
Salvation Army ............. 


Scottish Amicable ........ , 
Scottish Equitable ......... 
Scottish — sl lil aes aetaltst 
De Me ssnecceecec ae 
Scottish Provident ....... ; 


Scottish Temperance ....... 
aScottish Union & National.. 
Scottish Widows ........... 
0 NE ee 
EE eed edoc ccd seme coes 


i Se na ccdecesnmaseGewe et 
abSun Life of Canada ........ 
United Kingdom ............ 
aWesleyan & General ....... 
ne. ccc 606 dene es eetnes 


*Stamp duty payable by purchaser 





BRITISH ANNUITLES 
from “The Policy’—London 
Paid in HALF-YEARLY instalments, for £100 purchase money. 


(Without puepeeeny payment to date of death unless otherwise stated.) 
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50 
. & 
7 O 
i 4 
6 7 
G13 
12 
6 7 
6 3 
i 9 
6 8S 
t) 9 
6 11 
6 7 
i 5 
6 9 
6 11 
i 10 
6 11 
G11 
i Y 
611 
i 12 
6 12 
i 11 
613 
6 6 
6 11 
i SS 
“#13 
6 SS 
i 7 
6 12 
‘} S 
6 16 
611 
i 11 
i 13 
§ 1 
i 16 
4 & 
6 9 
t) ID 
( 9 
“Ss 
ee 
6 5 
i 11 
6 0 
6 5 
i 16 
7 2 
6 13 
i 7 
oe 
i SS 
"813 
fh 13 
6 5 
GO S&S 
i 5 
ii 7 
6 5 
Gi 6 
“ 5 
6 5 
it 7 
G11 
G o& 
i 10 
6 11 


10 
10 


mower roe! 


10 


0 


5 10 
» 


0 


—_——_—MALES———-— 
Age Last Birthday 
60 65 
5 eo é& Ss a ¢ 
S17 6 10 6 & 
8 2 5§ 911 9 
8 6 2 916 6 
815 3 10 8 2 
Sil @ fh 
8 4 4 913 4 
SS 2 2 912 O 
8 710 917 5§& 
Ss @& 2 915 6 
s 2 oS 916 6 
§ 8 5 917 7 
8 5 4 915 6 
S$ 3 6 913 O 
8 710 917 5 
8 8 6 917 8 
8 7 8 916 4 
8 8 5 917 7 
& $10 919 10 
8 710 917 5 
8 9 7 919 7 
810 4 9 19 10 
S11 4 10 1 6 
8 8 10 918 2 
810 8 10 0 0 
8 5 O 9 14 10 
8 8 5 917 7 
8 5 8 914 8 
$10 8 10 O O 
ss 919 O 
8 6 4 916 6 
8 10 11 10 1 5 

Under Revision 

8 7 6 917 8 
815 0 10 5 3 
8 9 6 919 6 
8 8 6 917 8 
Sil 6 10 1 2 
719 O 9 8S O 
815 0O 10 5 3 
9 710 ll 210 
S 4 
Under Revision 
812 10 
8 710 917 6 
Under Revision 

Se = :@ 917 8 
> & Fs 9 15 10 
8 3 4 9 12 10 
8 8 8 918 2 
8 9 5 10 2 5 
8 310 914 O 
815 0 10 5 3 
9 4 4 10 17 6 
810 4 919 2 
8 5 4 914 6 
8 § 3 914 5 
8 6 8 917 O 
Under Revision 
S10 0O 10 0 
8 ll 6 a 
8 3 6 9 12 10 
8 7 8 9 17 10 
8 3 6 9 12 10 
8 6 4 916 6 
8 3 9 913 11 
8 4 3 13 10 
8 310 914 0O 
8 310 914 O 
Under Revision 

8 4 9 6 
Not Published 

8 8 6 917 8 
Ss 8s ¢ 9 12 10 
8 7 4 9 16 

8 8 6 918 7 


. hot by company. 


tt With proportionate payment from "test due date to date of death. 


t No Annuity for less than £2 


1) sold. 


a Special rates will be quoted in the case of impaired lives. 
§ No Annuity for less than £10 sold. 


t Payable quarterly. 
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—_—_— —————————_—_ FEMALES—— 
Age Last birthday 

70 50 6 65 

ae Se F £ s. d. £s. d. £ s. 
12 710 6 9 O 71510 8 18 
1113 1 513 0 7 O 7 8 3 
1119 2 515 0 73 6 2 
1213 8 6 0 9 733 7 9 0 
12 4 2 602 ie i § 12 
1114 6 515 6 7236 8 5 
11 T4 3 511 8 7 01 8 3 
1119 5 517 9 75 7 8 9 
1117 0O 516 7 742 8 7 
1118 3 517 2 7 411 8 8 
11 18 11 519 2 7 6 6 8 9 
1118 4 515 6 7210 8 6 
1114 8 513 8 7 1 6 8 4 
1119 5 517 9 75 7 8 9 
1119 O 519 2 7 6 6 8 9 
1117 O 519 O 7 6 O 8 8 
11 18 11 519 2 7 6 6 8 9 
12 2 4 519 6 2 8 10 
1119 5 517 9 eo mm 8 9 
220 5 18 10 772 8 10 
12 1 9 6 0 5 7 8 0 8 il 
12 4 4 6 0 2 7 8 § 8 12 
1119 6 519 6 ie Be 8 10 
> a 60 8 78 4 8 11 
11 16 10 514 8 7 210 8 6 
11 18 ll 519 2 7 ow 8 9 
11 15 10 516 4 7 310 8 6 
1320 60 8 78 4 8 ll 
12 2 0 §15 2 7 6 O 8 9 
1119 4 915 2 73 8 8 7 
12 5 O 602 78 2 8 11 
Under Revision 

1119 6 519 6 7 7 O 1 
12 8 2 6 3 712 3 8 16 
12 2 0 5 18 10 fe 8 10 
1119 0O 519 2 7 6 6 8 9 
12 3 4 aun @ 7 9 4 8 12 
11 8 8 510 O 617 8 8 0 
12 8 2 6 3 10 712 3 8 16 
1313 5 75 5 9 710 . 
1119 4 517 § 75 8 8 9 
Under Revision 

12 3 4 63 2 710 6 8 li 
1119 4 5 17 10 = A 8 9 
Under Revision 

12 0 6 516 4 45 Q 8 8 
1118 2 515 8 7. a 8 7 
1114 6 513 6 7 oa. le S 4 
11 19 10 519 2 , .@-¢ 8 9 
1119 8 6 9 3 8 9 5 10 2 
1116 8 5 12 10 & ee 8 5 
12 8 2 6 310 712 3 8 16 
13 3 8 612 6 8 410 9 13 
12 0 0 6 1 6 7 8 6 8 ll 
11 15 10 > 16 O ,:a'< 8 6 
1115 9 5 15 11 73 6G 8 6 
1119 8 615 8 a = § § 
Under Revision 

1116 0O 61 0 710 O 8 10 
232°3 3 6 1 4 79 32 8 12 
1114 6 513 6 ae 8 4 
12 O 6 516 6 , 2 @ 8 8 
1114 6 513 6 , oo S 4 
1119 4 515 2 7 a Ss 
1117 0 512 7 7 O11 8 4 
1115 9 514 2 io ae 8 § 
1116 8 5 12 10 7. Sa 8 5 
1116 & 5 12 10 a oe § § 
Under Revision 

1119 4 515 2 73 8 8 7 
Not Published 

1119 O 519 2 7 6 6 8 9 
11 14 = & 5 13 10 a a 8 4 
1117 2 518 4 7 5 6 8 § 
1119 8 519 O 7 6 4 8 9 

h Allowance made for quarter years of age. 


b Allowance made for each month of age. 
c These rates are for nearest age at entry. 


d Maximum purchase price £1, 
g Rates for actual age. 
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70 

s. d. 
_: Ff 
17 9 
2 6 
0 0 
7 
19 2 
18 3 
3 5 
. = 
2 6 
3 5 
1 6 
19 O 
3 5 
3 6 
20 
8 § 
5 38 
3 5 
5 7 
5 8 
7 8 
40 
6 OU 
1 O 
3 5 
0 6 
6 O 
5 O 
28 
7 3 
4 0 
ll 4 
5 6 
3 6 
7 2 
14 0 
11 4 
13 5 
3 6 
7 8 
3 6 
4 0 
19 
18 11 
3 8 
19 8 
0 4 
11 4 
14 6 
410 
0 4 
0 5 
3 0 
20 
7 0 
19 0O 
4 0 
19 0 
28 
0 0 
19 il 
0 4 
0 4 
28 
3 6 
18 8 
2 0 
- 7a 
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BOOK REVIEWS 
“More Sales” 


Kenilworth H. Mathus, Editor of Publications for The Con- 
necticut Mutual Life Insurance Company, is the author of his 
third book on life insurance selling, entitled, “More Sales,” 
Ye by The Mutual Underwriter Company, Rochester, 


The work is really composed of three ‘‘books,” all in one 
volume, as follows: Book One, BEFORE THE SALE, treats, 
through the case method of analysis, Prospecting; Approach 
and Buying Motives; Organized Sales Talks; Planning and 
Time Control; and Objectives and Mental Attitude. Book 
Two, DURING THE SALE, Discusses the interview; Pro- 
grams and Audits; Objections; Attending to Details ; Closing; 
and Being Persistent. Book Three, AFTER THE SALE, 
takes up Service; Conservation and Renewals; and Develop- 
ing an Identity of Your Own. The book is attractively illus- 
trated throughout; contains more than 100 “cases” or stories; 
and sells for one dollar per copy. 


DROUTH EFFECTS—Continued 


put more cash in farmers’ pockets than all the grains com- 
bined, or all cotton and cottonseed combined, and the fruit and 
vegetable crops this years are generally good except in the 
heart of the drouth country. The east and west coasts and the 
Great Lakes States of course lead in fruits and vegetables. 
Sixty per cent of the income from thts source comes from 
States almost totally unaffected by the drouth, according to 
the 1933 showing. 

An indefinite number of citations could be given on this 
theme, but the purpose is only to point out its trade implica- 
tions. The deficit in the income of the worst drouth States, 
compared with last year, will be more than made up elsewhere, 
and the drouth States themselves may not fall behind when 
relief disbursements are added. 

Evidently the dislocations of purchasing power will be con- 
siderable. Business will be worse in some sections and better 
in others. The ability of urban dwellers to buy non-farm 
products will be diminished to the extent that a larger propor- 
tion of their income is required to pay for foods and other 
farm goods. In fact the cost of the drouth in great degree will 
be transferred to city people and consumers, through the bonus 
and relief payments and higher food costs. 


* * * * * 


Cotton likewise is looking up statistically. The Government 
estimate as of August 1, placing the crop at 9,195,000 bales, 
was lower than generally expected, and reports since have con- 
tinued unfavorable. This indicates a total supply of American 
cotton for this season of 20,000,000 bales, which compares with 
the peak of 2600,000 two years ago, and is just about the 
average of pre-depression years. The unsatisfactory feature of 


‘the cotton outlook for the American producer is the continu- 


ing increase in foreign growths, which rose from 9,600,000 
bales in 1931-32 to 12,600,000 in 1933-34, a new high record, 
and will show a further increase this season to 13,225,000 ac- 
cording to preliminary estimates by the New York Cotton Ex- 
change. At this rate the debate in agricultural circles as to 
whether Southern farmers can or should continue growing 
cotton for export on a world price basis will soon be largely 
academic. 


* * * * * 


One remaining aspect of the drouth may be considered 
which is unqualifiedly a misfortune. It adds to the burden of 
relief. The expenditures of the Federal Treasury which it 
makes necessary, while they will give support to trade, never- 
the less are irrecoverable. They will add te the difficulty in 
balancing the budget, prolong the uncertainty as to the fiscal 
situation, and remain a charge upon the economic system both 
as to interest and principal until the borrowed funds are paid 
off. 
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AMERICAN LIFE CONVENTION 
The 29th Annual Meeting of the Convention will be 
held at the Edgewater Beach Hotel, Chicago, IIl., Octo- 


ber 8—12th, inclusive. Gerard S, Nollen, who is Presi- 
dent of the Bankers Life Company of Des Moines, 
Iowa, is Chairman of the Committee in charge of the 
program. 

Besides the main meeting, there will be a meeting of 
the Agency Section held in conjunction with the main 
body and, as usual, the meeting of the Legal Section will 
be held two days before the Convention proper convenes 
on October 10th. The Financial Section meets on Octo- 
ber 9th and the Industrial Section on the afternoon and 
evening of October 11th. 

Among prominent speakers at the meeting will be 
Joseph B. Eastman, Federal Co-ordinator of Transpor- 
tation on “The Railroad Situation.”” Mr. Eastman’s 
views will be of interest, representing as they do the 
government's side of the case. This needs some ex- 
plaining. 

Mr. Arthur Bb. Wood, President of the Sun Life As- 
surance Company of Canada, will speak on: “Perma- 
nence of Life Insurance.” Dr. Frederick L. Bird, Di- 
rector of Municipal Research for Dun & Bradstreet, 
Inc., will speak on: “Municipal Bonds.” Dr. H. W. 
Cook of the Northwestern National, will discuss “Un- 
derwriting Trends,” and E. E. Cammack, of the Aetna, 
will talk on: “Life Insurance, A Co-Operative Enter- 
prise.” There are other speakers. 

The Convention will open as usual with the Presi- 
dent's address by Francis V. Keesling, of the West Coast 
Life, and the annual report of the Manager and General 
Counsel, Col. C. B. Robbins. 


NATIONAL ASSOCIATION OF LIFE 
UNDERWRITERS 

The Convention at Milwaukee of the National Asso- 
ciation was called to order on the morning of Wednes- 
day, September 26 to continue throughout Thursday 
and Friday. A number of very able speakers addressed 
the meeting, and papers that we think will be of par- 
ticular interest to our subscribers will be reprinted in 
the following number. They are omitted from this one 
because of the large amount of space taken by the Ques- 
tions and Answers of the C. L. U. Examinations which 
we deem of sufficient importance to warrant publication 
in full. 

Election of Officers and other business was not com- 
pleted in time for publication here. 


RECONSTRUCTION FINANCE 
CORPORATION 


Statement of the Corporation to August 31, 1934 shows total 
authorizations and commitments of $7,944,240,739, including 








LIFE INSURANCE SALES 

Sales of life insurance for August were only 1.6% 
ahead of August last year, according to the Association 
of Life Insurance Presidents. New Ordinary was 
ahead 3.0%; Industrial behind 7.5%; Group ahead 
62.2%. For the first eight months of the year there is 
shown an increase of 12.8%, which of course is also an 
indication of the drop that has occurred’in August 
sales. The showing on Industrial is particularly un- 
favorable as in July it showed -—1.7% and has had 
steady drop since March. 

According to the Life Insurance Sales Research Bu- 
reau, based on Ordinary alone, sales were exactly even 
for the month of August, neither ahead nor behind. 
The West South Central section of the country, con- 
sisting of the states of Arkansas, Tennessee, Alabama 
and Mississippi, were ahead 12%, the largest gains 
recorded for any section. The worst section is the West 
North Central, consisting of Minnesota, Iowa, Mis- 
souri, North Dakota, South Dakota, Nebraska and 
Kansas, at 94% of last August. These indicate, how- 
ever, that sales are holding up fairly evenly in all sec- 
tions of the country. 


NEW YORK CITY AGENCY PRODUCTION FIGURES 
(As Reported to Alfred M. Best Company, Inc.) 


Month of August Total from January 1 
Agency 1934 1933 1934 1933 
Mutual Life— 
Julian S. Myrick 
Union Central— 
Chas. B. Knight 
Aetna Life— 
Luther-Keefer 


$2,431,174 $1,482,701 $17,388,155 $14,382,624 


1,464,232 1,345,755 20,905,242 11,526,850 


1,447,406 1,437,220 14,317,190 18,039,514 


Sales Bureau City Figures 


August Ist 8 Mos. 
Ratios Ratios 
1934 to 1933 1934 to 1933 

IE ESS Se ae en 116% 101% 
RD chai sevbissdusedcbssecceehan 97 107 
DE 046 066 6sb06048 teé docteeenet 105 123 
De nha cstoeeeocbecsetwescoebsboesse 87 115 
Rs i decd ap eebensune’ 98 105 
Dt? ik nctin dedubdice dhe oe se eee ot 92 108 
FRED -ocensdhes oedcocdsawetes 97 106 
i <<. ceeweass sc ctosedevenus 86 112 


These figures, though based upon the reports of fewer companies than 
the state figures, indicate the general tendencies in these cities. 








disbursements of $700,000,000 roughly to other Government 
agencies, and approximately $800,000,000 to the various states 
for relief purposes. Of the total sum, $538,000,000 has been can- 
celled. Of the total disbursements, $4,300,651,295 was expended 
for activities of the Corporation other than Government and 
relief, and of this total, $1,907.258,415, or approximately 44%, 
has been repaid. The repayments to the Corporation are now 
attaining substantial proportions. Total loans to insurance 
companies since inception amount to $89,332,463 and repay- 
ments by insurance companies amount to $57,654,174. Banks 
have been the largest customer of the Corporation, having 
borrowed $1,665,356,994 and repaid $1,070,451,703. Authoriza- 
tions made for the purchase of preferred stocks, capital notes 
and debentures of 6,397 banks and trust companies aggregate 
$1,112,479,889, 
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RESEARCH BUREAU AND AGENCY OFFICERS 
5% Annual Meeting is October 29, 30 and 31 A n Oregonian’s Daughter 
10n The first public report on a comprehensive survey of buyers 
vas of lite insurance in the United States will be made at the A Portland, Ore., citizen in January, 1917 took a 
\nnual Meeting of the Life Insurance Sales Research Bureau $50,000 policy for the benefit of his sixteen-year-old | 
2a and the Association of Life Agency Officers to be held October daughter At his death the Company wes te wetele =| 
> 9 Y : ‘ é » Edeewate ac ‘hicag Thi epee , , ; | 
is ~~ 30 and 3] at the Edgew iter Be ach Hotel, Chicago. J his the principal, and pay interest on it to the daughter | 
buyer survey was conducted by the Curtis Publishing Com- until she reached age 30, and the principal then in 
all pany, with the cooperation of the Research Bureau, and the Colt ‘Be Wolenneen 1919, tien Stim diel Bram 1998 
ust results will be given out by Fred Bremier, of the pul lishing up to and including July of this year, the interest 
na company, in an address which is one of the features of the payments totaled $35,967.17. On her birthday in July 
= : arc ‘nore > . 2? De 
second day's program. = ae she received the $50,144 of principal—the $144 was a 
la Outstanding agency officials from all parts of the United pest-mortem Metdend Wer tate receipts were, there- 
States and Canada will be present at the meeting. The chairman a $86,111.17 F . 
of the sessions on each of the three days have been announced , act 
su- as follows: October 29, E. B. Stevenson, Jr., Vice President, While nearly all other types of investment were 
; National Life and Accident, Chairman of the Research Bureau’s crashing, this life insurance investment stood unshak- 
en Board of Directors: October 30, M. A. Linton, President, able, and while the income from nearly all other 
ic. Provident Mutual, Chairman of the Bureau’s Executive Com- types was suspending, reducing or permanently van- 
a mittee; October 31, John A. Stevenson, General Agent of the ishing, this life insurance income was steadily paying, 
a Penn Mutual in Philadelphia, Chairman of the Executive Com- year after year, to the last stipulated penny. 
na mittee of the Association of Life Agency Officers. Such a record of safety and certainty is matchable 
ns by almost every life insurance company. No wonder 
st that life underwriters hold high their chins in these 
: _ — : . earer cA , queer days. 
% LIFE OFFICE MANAGEMENT ASSOCIATION ' - 
id Examination Results é 
v- We have received a copy of the booklet which is the official 
c- announcement to member companies of the results of the | . 
Life Office Man: igement Association Institute examinations The Penn Mutual Life Insurance Co. 
} 2S ‘ S cle Z| . ° 
held in the Spring of this year. Copies of this booklet will be WM. A. LAW, President 
distributed to students having pursued one or more of the 
courses. This booklet contains a complete set of examination Sudependence Squave Philadelphia 
q questions given during the past two years. 
’ The important facts concerning the Institute work during 
this past year as revealed by a statistical analysis, are as 
follows: 
1466 students, employees of life insurance companies of the 
04 United States and Canada, registered for 4330 examinations, 


; ! . ° 
of which 4130 were actually submitted and graded. O t t d 
Candidates for the Institute awards of certificate and Associate- u S a n ins 
ship were successful in passing 3045 ex: minations, 
4 Candidates were successful in passing 67.8% of Course I ex- 


e eye 
aminations and 91.1% of Course II examinations. R | b | { 
The average age of students sitting for these examinations e la 1 I y eee 
was 28.6 years. 
73 life insurance companies located in the United States and 
Canada had students registered for this course. The Institution of Life Insurance was 
In addition were students associated with various state depart- Pint . ; 
ments, life insurance associations, and universities. founded on the principle that theirs is the 
administration of a public trust—that funds 








rhis year the Institute has awarded eighty-nine diplomas entrusted to them must. he held inviolate. 
granted upon the successful completion of all examinations in 
Course I and Course II, which entitles the holders to the The Friendly Company is known through- 
1..O.M.A. Institute Associateship degree. Four hundred and out life insurance circles as a company of 


six certificates were issued to students having successfully com- 
pleted all examinations of Course | in the principles of life 
insurance. 


outstanding reliability—a company builded 
to administer faithfully the money entrusted 
to her care—a company whose reserves prove 
oe her stability. Her record has earned the con- 


LIFE OFFICE MANAGEMENT ASSOCIATION fidence of the insuring public. 

Are you interested in a life insurance con- 
nection? Then you will find it pays to be 
friendly with the 


Cross, Dunham, Loomis to Speak 


Arrangements for the eleventh annual conference of the 
Life Office Management Association, which will be held in 
Hartford on October 1, 2 and 3, are in the hands of several 
committees composed of the representatives of the four member PEOPLES LIFE INSURANCE 
companies located in Hartford of the Life Ofthce Management 
Association, namely, The Phoenix Mutual, Aetna Life, Con- COMPANY 
necticut Mutual and Connecticut General. The general com- “ a 
mittee in charge is or ge of J. B. Slimmon, Aetna Life, The Friendly Company 
Chairman; W. P. Barber, Jr., Connecticut Mutual; C. E. FRANKFORT INDIANA 
Johnston, Phoenix Mutual : and G. W. Skilton, Connecticut 
General. 
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AGENCY and HOME OFFICE NEWS 























General American Life: Dr. James H. Ready has been 
designated head of the medical department of the company. 
He has been Assistant Medical Director and will be succeeded 
as Assistant Medical Director by Dr. Lloyd C. Muiler, who 
has been Chief Medical Examiner. Dr. Keady succeeds Dr. 
James E. Bee who has resigned to accept a position with an- 
other insurance company. 

Joseph W. Wise has been named Assistant Secretary for the 
Group Department of the General American, He has been 
Manager of the Salary Savings Division of the company. 

* ze: 2 


Peoples Life, Frankfort, Ind.: O. L. Pardue, for the past 
several years District Manager at Houston, ‘Texas for the 
Kansas City Life Insurance Company and the United Fidelity 
Life Insurance Company, has been appointed ‘Texas State 
Manager for the Peoples Life with offices at 814 Second Na- 
tional Bank Building, Houston. 

) * * * 

Connecticut General Life, Hiartford, Conn.: Announces the 
advancement of B. Ward Welsh, formerly supervisor in its 
Cleveland Agency, to the position of Manager of its branch 
office in Kansas City. John W. Talbert has been made As- 
sistant Manager in the Coffman Agency of the Connecticut 
General in Cleveland, Ohio. 

* * + 

Connecticut Mutual Life, Hartford, Conn.: Thomas E. 
Rogers has been named general agent in Flint, Mich., for this 
company, with territory covering the northeastern part of the 
State. Mr. Rogers opened offices on September Ist at 211 
Paterson Building. 

John H. Goodwin has been appointed general agent in San 
Diego for the Connecticut Mutual Life with ofhces on the 
third floor of the First atonal wonk Building. 

* 


Mutual Benefit Life: Basil ne Ww oodall has been appointed 
General Agent of the Mutual Benefit at Winston-Salem, N. C., 
to succeed the late George C. Tudor. 

Charles E. DeLong, General Agent of New York City, an- 
nounces that Willard B. Johnson has been appointed Manager 
of the Long Island territory of the company, with ofhces at 





FARMS STILL PROFITABLE 


The following table sent us by the Farmers National Com- 
pany, which manages farms on a fee basis in the Middle West, 
is reprinted for the benefit of our subscribers because of its 








16 Court Street, Brooklyn. During the past seven years, Mr. 
Johnson has been Assistant to Mr. DeLong at 225 Broadway, 
New York. 

Lowell M. Baker became Assistant to General Agent Charles 
E. DeLong, succeeding Willard B. Johnson. 

Harold Peterson, formerly Field Service Manager, has been 
appointed Managing Agent of a new Agency at Roanoke, Va., 
effective October 1. He will have 42 counties in the Western 
part of Virginia. The Roanoke Agency is being established 
following a re-arrangement of territories in Virginia. C. T. 
Thurman continues as General 2 Agent at Richmond. 

* 


('nton Central Life: Hugh McGehee has been appointed 
Manager of the Springfield Agency of the Union Central 
effective September 1. 

* * 7 


Berkshire Life: Frederick C. Leen has been appointed Gen- 
eral Agent in Portland, Maine effective September 1, to fill 
th position left vacant by the death of Daniel J. Roach, who 
had served in that capacity for the past twenty years. 

* . 


Mutual Life Insurance Company, New York, N. Y.: A. H. 
Bennell, Manager of the Cleveland Agency of the company, 
announces the appointment of Dr. William Lloyd Davis as a 
representative of his company in Akron, Ohio. For nine years 
Dr. Davis has been head of the Department of Economies and 
Sociology at Akron University. 

* * « 


Franklin Life: W. F. Langley, for 25 years an active insur- 
ance figure in Chattanooga, Tenn., has been appointed General 
Agent for the Franklin with Chattanooga and East Tennessee 
as his territory. Mr. Langley was formerly associated with 
the Equitable Life of New York. L. I. Baker, who has been 
in the general insurance business in Oklahoma City, Okla. since 
1916, has been appointed General Agent for the Franklin Life 
on a full time basis. James K. LaVallee, formerly Field 
Superintendent for the American Reserve Life of Omaha, has 
been appointed Unit Manager of the F. J. Budinger General 


Agency in Chicago. 





interest. It will be noted that their average farm runs some- 
what over 300 acres, that the average value is about $23,000. 
Gross farm income of the 20 farms listed amounted on the 
average to $1,679 and the net income to $1,185. This works 
out to 4.46% of the total farm value—not a bad return in 
these times considering crop prices, the drought, ete. 


STATEMENT OF RENTAL INCOME (1933 Crop Year) 
of twenty scattered lowa and Nebraska farms managed by the FARMERS NATIONAL COMPANY at Omaha, Nebraska 


Appraised Valuation 
within the ‘ast year 
Per Acre Total Farm Gross 


DESCRIPTION 


1933 Rental Income 


1933 Expenses 


— 


tra‘ 


nec 
ref 


pos 
pre 
ref 


tim 
gor 








Gross Clover Net Income Net 
No. County State Acres Value Value Income © Taxes Repairs Se ce 
1077. ‘Dixon Nebraska 240 $80.00 $19,200 00 $985.31 ie $121.80 $176.21 S$o'3" ~—— $622 17 3 
1134 Garden Nebraska 412 34.00 14,000.00 1,092.56 7.8 105.58 50 20 22.23 11.52 903.03 6.4 
1242. Morrill Nebraska 160 44.00 7,000.00 427.94 6.1 90.64 25.30 24.13 4.96 282.91 4.0 
1335 Saunders Nebraska 160 75.00 12,000.00 654.81 5.5 163.54 va 20.10 31.48 439.69 3.7 
1372 Calhoun lowa 453 100.00 45,300.00 3,010.75 6.6 672.89 $53.90 27.04 64.76 2,092.16 4.6 
1374 Winnebago Iowa 200 85.00 17,000.00 1,032.18 6.1 303.97 151 54 22.14 3010 524.43 31 
1392. Lyon lowa 409 100.00 40,900.00 2,096.40 5.1 278.65 3.00 31.73 56.86 1,726.16 4.2 
1399 Cass lowa 263 60.00 15,780.00 1,393.04 8.8 185 70 7.00 51.53 pm 1,148.81 7.3 
1408 Woodbury Iowa 160 75.00 12,000.00 708.85 5.9 165.96 105.56 19.62 30.98 "386.73 3.2 
1423 Lancaster Nebraska 320 7500 24,000.00 1,276.86 5.3 188.13 52 29 28.49 11.47 996.48 4.2 
1448 ~=Hall Nebraska 320 60.00 19,200.00 1,066.09 5.6 120.80 66.50 43.51 21.00 814.28 42 
1452 Floyd lowa 195 60.00 11,700.00 745.52. 6.4 175.20 38.42 63.90 ies 468.00 4.0 
1465 Story lowa 275 100.00 27,500.00 1,234.80 4.5 170.58 81.09 60.04 63.35 859.74 3.1 
1492. Franklin lowa 320 80.00 2560000 1,787.81 7.0 315.80 119 59 59.47 33.95 1,259.00 4.9 
1517. Hancock Iowa 455 74.00 33,670.00 2.575.03 7.6 763.75 131.27 ° 40.20 66.27 1,573.54 47 
1534. Wright lowa 160 90.00 14,400.00 922.55 6.4 171 56 42.28 11.89 “4 "696.82 4.8 
1535 Grundy Iowa 599 10000 59,900.00 3,681.07 6.1 562.94 182.93 43.57 86.00 2,805.63 47 
1567 Hancock lowa 320 65.00 20,800.00 1,524.48 7.3 229.90 83 45 * $3.07 24.20 1,133.86 5.5 
1608 Dickinson Iowa 276 80.00 22,080.00 1,117.52 5.1 268.52 77.20 mas 31.50 "740.30 3.4 
1628 Cuming Nebraska 350 75.00 26,250.00 1,732.40 6.6 250.88 nae 1275 37.39 —-:1,431.38 5.5 
TOTALS 20 Farms 6047 $468,280.00 $29,065.97 6.21 $5,30679 $1,547.73 $694.54 $611.79 $20,905.12 4.46 

Total Valuation $468,280.00 (Gross) . 

Total Gross Income $29,065.97 6.21% (Net) 

Total Net Income $20,905.12 4. re 








1934 


ted 
ral 


Pn- 
fill 
ho 


ly, 
a 
its 


nd 


—~ano ~~: 


October 1, 1984 


BEST’S INSURANCE NEWS (Life Edition) 383 








—_— 





POSITIONS WANTED 


The individuals offering their services in this column have 
been investigated by Alfred M. Best Company, Inc., and 
the representations made as to knowledge, experience and 
character are as stated by us. No charge is made for this 
space as the only desire is to assist them and the insurance 
business generally. Only those who are not employed will 
be considered. 








L40—Actuarial position; salary $6,000; any territory; no objection to 
traveling; has had experience in renewal and conservation work as well 
as general office. Earnings in last position as actuary $6,000; change 
necessary because of company purchase; age 42; married. Excellent 
references. 





L42—Resident Auditor, real estate or mortgage loans; now holds such 
position; 14 years’ experience; age 39; not married; midwest territory 
preferred but will locate anywhere; salary about $2,700; very good 
references. 








L43—Educational agency director, experience as teacher, part and full 
time agent; age 46, married, children, college graduate; east preferred; 
good character references. 





L44—Young man, age 33, seven years’ experience in general agency 
and supervisory work, desires position with better company; capable 
of editing company publications, supervising agency production or 
assisting agency Vice President; location and salary secondary to oppor- 
tunity; very good references. 





L45—Statistician or accounting department; ten years’ experience, 
three with life company; age 29, married, one child; good references. 





L46—Educational or conservation work in home office agency depart- 
ment; New England preferred, can go elsewhere, $2500 to $3000; good 
character references. 





L47—Assistant Secretary, claim department, or service department 
with sound company; Southerner, will travel; $2,000 to $3,000; former 
teacher, eight years’ experience Secretary small company; age 31, mar- 
ried, two years college; excellent references. 





L48—Cashier branch office or similar; Southerner, will go anywhere; 
13 years’ secretarial and auditing experience; age 32, not married, no 
dependents, Jewish; very good references. 





L49—Conservation department, or private secretary, mid-west company 
preferred, twelve years experience; age 45, married, one child; familiar 
all phases policyholders’ service. Home Office; salary moderate; very 
good references. 





L50—Home or branch office, varied experience small company in all 
fields except investment and medical; conservation work, preferably in 
south, northeast or northwest; married, age 37, twelve years’ similar 
experience, very good references. 


L5l—Insurance advertising or agent training work, including preparation 
of training courses; college graduate; holds Master’s degree in insurance 
from Wharton School; passed all C. L. U. examinations; now selling life 
insurance. Age, 23, unmarried; no objections to travel; salary secondary 
to opportunities; now teaching insurance part-time. Excellent references. 





LS2—Medical Director, Fourteen years of experience with one of 
the largest mid-western life insurance companies; thoroughly familiar 
with modern New Business, Underwriting, and Reinsurance methods, 
and with current practices of other companies (large and small) 
throughout the United States. Medical background—Ten years of 
actual practice of medicine and a year as a field Medical Examiner— 
excellent references. 





L53—Home office or field instructor, ten years’ experience home office 
company not now in business; two years’ conservation work in field; 
located middle west; age 33, married, 1 child; salary open, will locate 
anywhere, very good references. 








L54—Home office, any department except Actuarial; ten years’ experi- 
ence in small company no longer in business; age 31, not married; 
Southerner; very good personal references. 





L55—Departmental manager or personnel director, home office reliable 
company; fifteen years’ experience with first class companies, in home 
office and field; age 43, not married, very good references. 





L57—Supervisor, Agency Manager, any territory, will travel; experi- 
enced in middle west; age 45, married, one child; any reasonable 
salary; very good references. 





F48—Lawyer, fifteen years’ experience general civil practice, desires 
connection as attorney in Legal Department of life, casualty or fire in- 
surance company. Will also consider a position in Claim Department. No 
objection to travelling. 





L58—Actuary, prefers middle west, and good company, released through 
receivership; seven years experience; F. A. I. A. and A. A. S.; age 31 
married, college education, very good references. 





L59—Assistant to actuary; now in middle west; college graduate, good 
mathematics (5 years teaching); age 28, not married, very good refer- 
ences. 





L60—Agency or educational supervisor, home office; now in middle west; 
age 40, married, thirty years varied experience this field; no objection 
to travel, will locate anywhere; good references. 





L61—Agency secretary, superintendent of agents (or assistant); held 
similar position with company now out of business; located in middle 
west, will go anywhere; age 45, married, two children; very good ref- 
erences. 





L62—Position wanted with life or fire insurance company, preferably 
in Middle-West or North-West; seventeen years’ experience with State 
Insurance Department as Chief Deputy; qualified for secretarial or 
accountancy work; age 37, married, two children; can give good refer- 
ences. 








L63—Claim work, home office or field, middle western company pre- 
ferred; age 29, not married; all experience in this field; high school 
and two years college; good references. 





F67—Insurance advertising man and special agent, thoroughly experi- 
enced fire, casualty, marine, life, all risks. Manage advertising, sales 
promotion, printing, publishing. Excellent record leading institutions and 
fie.d. Efficient methods. Fine education, splendid references, moderate 
salary. 





L64—Position wanted as agency director of small company or assistant’s 
place with larger institution, with good possibilities for advancement; 
age 45-50, married, very good references. Has had home office experience. 





1.65—Connection with Economic, Statistical or Investment Department 
in home office of insurance company or other institution desired by 
college graduate (6 graduate courses in statistics covering all phases); 
age 34, married; past experience included various statistical positions 
in governmental agencies, assistant to general agent large mutual life 
company 4 years. Very good references for such position. 





~_—_ 


L66—A Vice President and Superintendent of Agents, twelve years’ 
experience, with excellent record in agency organization and production, 
desires a Home Office position. 





L67—District Manager or Educational Director in Field Service; 
College Professor experienced in selecting and training students for 
planned employment; with record made in training salesmen. Age 42, 
married, with family—prefers East or South if moving. Will consider 
General Agency of large office. Very good references. 





L68—Position wanted as Junior Executive Home Office. Prefers 
Agency Department; salary $2,000-$3,000; no objection to traveling; age 


32, married. Good references. 





L69—District Manager or Educational Director in Field Service; Col- 
lege Professor experienced in selecting and effectively training students 
for planned employment, recommendations at graduation; with record 
made in training salesmen. Age 42—married with family—prefer East 
or South if moving. Will consider General Agency of large office. Very 
good references. 
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A life insurance salesman, in the natural and regular course of his 

work, does two important things—he tells and he sells. [le tells about 


the Company he represents, and he sells what the Company has to offer. 


It must be borne in mind that “‘the road to success is through ordinary r 
people.”” The average policyholder in the Northwestern Mutual Life to 
is much like the average of all mankind. He is the great American citizen ca 
—the man who fully realizes his responsibilities to himself and to his family - 
and who selects his life insurance policy and the Company which issues it, Pe 


. . . . . hi 
with fine discrimination. | 


He wants the truth, plain and unadorned, about the Company, and " 
he wants to know whether or not it issues the identical policy he wants and : 
needs. If he knows about the Company before the interview, that much ' 
time is saved. On the contrary, if he does not know about it, that is an 
opportunity for the Northwestern Mutual Life agent. He can point 
out that his Company has had seventy-six years of satisfactory and success- 
ful public service and that it is ever ready, willing, and anxious to meet the 
constantly changing needs of people for life insurance protection. He can 
say that all through these years his Company has recognized to the fullest 
extent its fiduciary relationship to its patrons and has so conducted its busi- 


ness that it has attained for itself a reputation for integrity, dependability, 
and safety. 





THE NORTHWESTERN MUTUAL LIFE INSURANCE COMPANY 
I MILWAUKEE, WISCONSIN 
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REPORTS UPON COMPANIES AND ASSOCIATIONS 








AMERICAN RESERVE LIFE INSURANCE COMPANY 
OMAHA, NEB. 
Report of Examination Favorable 
This company was examined by the Insurance Departments of 
the States of Iowa and Nebraska as of April 30, 1934, and the re- 


port was favorable to the company. The statement for the first” 


four months of he year showed income $285,493, disbursements 
$197,653, assets $3,533,057, capital $127,950, surplus $100,000, invest- 


ov” 


ment and contingency reserves $45,427. 


ATLANTA LIFE INSURANCE COMPANY 
ATLANTA, GEORGIA 


Report of Examination Favorable 

This company was examined as of June 30, 1934, by J. B. Bans 
ley & Company, Certified Public Accountants, and examiners for the 
Georgia Insurance Department, and Cotton and Eskew, Certified 
Public Accountants, and examiners for the Insurance Department 
of Kentucky. The report of the examiners which was favorable 
to the company showed income for the first six months of the 
year $792,242; disbursements $711,380; admitted assets $2,003,769: 
capital $250,000; surplus $301,908: investment reserve $30,000; total 
ordinary business outstanding 85,144,608: total industrial business 
outstanding $26,764,752. The company’s insurance is on the lives 
of negroes. The large increase in the industrial insurance in force 
during the past few years is the result of the change in policy 
giving full benefit from date of issue, where one fourth and one 
half benefits had been given formerly. The company carries its 
bonds on the amortized or investment value, and as of June 30, 
this amount of $1,344,457 was $38,097 lower than the actual market 
values as of that date. The amortized or investment value used 
as the admitted value represents the amortized value of all bonds 
not in default as to principal or interest, and the market value of 
all bonds in default as to either principal or interest. The examin- 
ers furnished a most comprehensive review of the company’s opera- 
tions and no items of a critical nature were found, 


BERKSHIRE LIFE INSURANCE COMPANY 
PITTSFIELD, MASS. 
Hlas Fine August Business 
The life insurance gain for August was 45.8° and the Annuities 
showed a gain of 10.98%. The entire premium income of the 
Company for the first eight months is the largest in the history 
of the Company. 


- ee 


CANADA LIFE ASSURANCE COMPANY 
TORONTO, CANADA 


Dividends and Death Claim Payments 
J. D. Williamson, assistant actuary of the Canada Life pointed 
out to delegates at the company's recent Bigwin Inn Regional 
Convention that since the company began business in 1847, the 
dividends paid to policyholders added to those which have been 
declared and stand at the credit of policies as at the end of 1933, 
were equal to 81.59% of the death claims paid for the same period. 
Looking at it from another angle, since the company’s inception 
the amount of money which the Canada Life has paid in dividends 
to policyholders, or has declared and has standing to their credit 
is only 18.5% less than the total death claims paid. 
Death claims paid up to December 31, 1933, totalled $113,500,000 
while dividends to policyholders amounted to $94,500,000. 


New Increased Annuity Rates (Canada Life) 


Age 40 Age 30 Age 60 

Purchase Price of Annuity of $100 Annually-Whole Dollars Shown 
No Refund —Male $1,890 $1,588 $1,233 
—Female 1,999 1,745 1,419 

Instalment Refund —-Male 1,991 1,727 1,424 
Female 2,100 1,863 1,567 

Cash Refund — Male 2.016 1,758 1,466 


Female 2.127 1,892 1,598 





Purchase Price of Annuity of $10 Monthly—Whole Dollars Shown 


No Refund ——Male $2,323 $1,961 $1,535 
—Female 2,454 2,149 1,758 
Instalment Refund —Male 2,444 2,128 1,764 
—Female 2,575 2,291 1,936 
Cash Refund —Male 2,474 2,165 1,814 
—Female 2,608 2,326 1,973 


Annuity Purchased by $1000—Annual Annuity in Cents 


No Refund —Male $52.91 $62.97 $81.10 
—Female 50.03 57.31 70.47 
Instalment Refund —Male 50.23 57.90 70.22 
—Female 47.62 53.68 63.82 
Cash Refund —Male 49.60 56.88 68.21 
—Female 47.01 52.85 62.58 


Annuity Purchased by $1000—Monthly Annuity in Cents 


No Refund —Male $4.30 $5.10 $6.51 
—Female 4.07 4.65 5.69 

Instalment Refund —Male 4.09 4.70 5.67 
Female 3.88 4.36 D.17 

Cash Refund —Male 4.04 4.62 5.51 
Female 3.83 4.30 5.07 


COLUMBIAN NATIONAL LIFE INSURANCE CO. 
BOSTON, MASS. 


June 30, 1934 Figures 


rs Sr Es sas nc 6be cbse veebdéshwutee $40,094,663.00 
ET OO Fe Se ee et a *33,499,040.00 
Nd so ae iki te a i oe ee ha eb ibehood ub ae ear 2,000,000.00 
nn ar Sr Ty <cened sce teenes secaneeense *1,020,266.00 
Ee COTS fcc odio cn 6d céeteresercvcsbeovosrwenveveed 205,006.00 
SD Sdadeecdcveseees cqnsaccedeanesnes 1,915,834.00 
-cd ddececlesdodeteeetedsweeoentéedeose 3,242,646.00 
ee eS «os coed dg SOdO4Ne decade seeeanun 3,549,690.00 
SA DE GEUPEIOED oo occ cc ctdecccéctccvevewnwse 2,469,247.00 
nr CE” | cde ceetcteededeceeesreutstivceeeees 6,409,745.00 
a Fe GOD 4 ik sek scedsctecddsccenatecocesesess 160,845,066.00 
PSN GEGED o cdceeccicccccccevcccctcccesccegcionces< 69.7 % 
Se SURE GRUNGE icc c ccc cecctedecesebewecnd ocd peees 3.95% 
Industrial insurance in force ..........cccceeccccees 49,966.00 


* Approximate figures. 


Increase in August Business 
The volume of new paid Life business of the Columbian Na- 
tional Life in August was greater than it has been in any other 
month during the past two years. August 1934 as‘compared with 
August 1933 showed an increase of 30%. The issued Life business 
also showed a substantial advance in August 1934 as compared 
with August 1933. The gain amounted to 34%. 


COLUMBUS MUTUAL LIFE INSURANCE COMPANY 
COLUMBUS, OHIO 


Lewis Stout Dies 

Lewis Stout, 49, Vice President and Counsel of The Columbus 
Mutual Life, died suddenly in the Home Office of the Company, 
Columbus, Ohio, August 27. Mr. Stout had been with The Colum- 
bus Mutual for eleven years. Previously he served as Assistant 
Attorney General of Ohio; also as Prosecuting Attorney of Aug- 
laize County, and City Solicitor of St. Marys, Ohio. He was a 
graduate of the Law School of the University of Michigan. 





CONNECTICUT GENERAL LIFE INSURANCE CO. 
HARTFORD, CONN. 
Declares Stockholders’ Dividend 
On September 13, the directors of the Connecticut General de- 
clared the regular quarterly dividend of 20c per share, payable 
October 1 to stockholders of record September 22. : 
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SPECIALISTS — INSURANCE PROFESSIONS 
ACTUARIES 


CALIFORNIA 





INDIANA 


NEW YORK 





Barrett N. Coates Cart E. Herrurts 


COATES & HERFURTH 
CONSULTING ACTUARIES 














HAIGHT, DAVIS & HAIGHT, Inc. 
Consulting Actuaries 
Frank J. Haight, President 


October 1, 19.4 


— 





WOODWARD, RYAN, SHARP, 
DAVIS & HEZLETT 


Consulting Actuaries 
Jonathan G. Sharp W. Harold Bitte! 


Evelyn M. Davis Robert 8S. Hull 
114 Sansome Street 437 So. Hill Street INDIANAPOLIS Edward H. Hezlett John Y. Ruddock 
SAN FRANCISCO LOS ANGELES Kansas City OMAHA Partners Associates 


Ninety John Street 








New York, N. Y. 





ILLINOIS 

















DONALD F. CAMPBELL 


CONSULTING ACTUARY 


160 NORTH LA SALLE STREET 
CHICAGO, ILL. 


Telephone, State 12138 





Miles M. Dawson & Son, Inc. 


Consulting Actuaries 
Auditors and Accountants 


500 Fifth Avenue 
NEW YORE CITY :-: ON. Y. 


WOODWARD and FONDILLER, Inc. 


Consulting Actuaries 


90 John Street, New York 
Telephone Beekman 3-6799 
































CAMERON & CHAMBREAU 


Consulting Actuaries and Tax Consultants 
1808-1809 Harris Trust Building 
111 West Monroe Street 


Chicago, Illinois 


Organization Reconstruction 
Federal Tax Work Agency Planning 
Management Pension Plans 











Washington Office, Shoreham Bldg. 





FACKLER & BREIBY 
CONSULTING ACTUARIES 
S W. 40th Street 


New York City 


%3 N. Ze 

















CONTINENTAL AMERICAN LIFE INSURANCE CO. 
WILMINGTON, DEL. 


Report of Examination 

The Continental American Life was examined as of December 
31, 1933 by Fackler & Breiby, Consulting Actuaries of New York, 
for the Insurance Department of Delaware. The report submitted 
by this firm was very thorough and comprehensive, as usual, and 
was favorable to the company. The income and disbursement ac- 
counts prepared by the company and published in our 1934 Life 
volume were verified in detail. Slight changes in the assets re- 
sulted in a reduction of $411 or to a figure of $15,717,453. The 
surplus was increased $30,803 to $1,160,219. The details of the 
changes in the unassigned surplus account follows: Increases: 
Reinsurance reserves deducted, $43,116; Policy claims and losses, 
$21,393; Miscellaneous liability, $974; Dividends declared, $2,000; 
Decreases: Interest due and accrued, $411; Contingency reserves, 
$36,269. The Contingency Reserve was increased $8,372 to $100,000 
and the Additional Investment Reserve was increased $27,897 to 
$200,000. The report is not reviewed in detail as it was favorable 
in all respects. 

CONTINENTAL ASSURANCE COMPANY 
CHICAGO, ILL. 
Quarterly Dividend 

Continental Assurance Company at a regular board meeting 
September 5th, 1934 declared the usual 50 cents quarterly dividend 
to be paid September 29th to stockholders of record September 
15th. 


COUNTRY LIFE INSURANCE COMPANY 
CHICAGO, ILL. 


June 30, 1934 Figures 


I i al i a eee eeheon $2, 898,822.00 
20 a 56) ce eee ns wha ndan’ obkebeees eb iek'e 2,142,311.00 
DE Guvikbedesddedb aces sebonedeseboctencvdcocececss 100,000.00 





ee Gy PRED HEED occviceececcocccvececsveces 431,982.00 


TOT TTTTTT TPIT TTT TTP LTTeTTT Te 107,386.00 
ee SD so 6b 66460 00 660800004066 00666i 0608 556,000.00 
nh: < cc ce avadabsen os panes ebbe d6et siueéesece 732,497.00 
ee ine ne ca ebenetdeeseeeeke 337,138.00 
i i SOD occtccccecocdsusecccecscceece 91,672.00 
i. 5. a eo hede ese eden tabaeeeeeedeon 6,263, 750.00 
i iD -. a taede es be nbebebaoenstseetneen 58,200.05 1.00 
TPT OTT TT TTT TT TTT TTT CTT not computed 
Pee TOTUEE GOUME ccccecvcccccvcccecccccceccceswces not computed 


—_— = 


EQUITABLE LIFE INSURANCE COMPANY 
DES MOINES, IOWA 
Eleventh Successive Gain Month 

The Eyuitable Life of Iowa reports $4,570,541 of business paid 
for in August, a gain of $542,899 or 13.5 per cent over August, 
1933. This is the eleventh successive month in which the Equit 
able of Iowa has recorded a gain in paid business, and its aver 
age gain for the first eight months of 1934 has been more than 
$1,300,000 per month. 


EQUITABLE LIFE INSURANCE COMPANY 
WASHINGTON, D. C. 


Report of Examination Favorable 

The Equitable Life was examined as of December 31, 1933 by the 
Insurance Departments of the District of Columbia and West 
Virginia, the report being favorable to the company. Through 
miscellaneous changes the contingency reserve of the company 
was reduced by a relatively small amount; namely, $26,592 to 
$256,694. The income and disbursement accounts reported by the 
company and published in our 1934 Life volume were verified in 
detail but assets were reduced to $9,901,524 from $9,928,058. Other 
items, including the surplus of $500,000, remain unchanged, The 
report is not being reviewed in detail as all items were regular 
and nothing unusual was brought out. 
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FEDERAL RESERVE LIFE INSURANCE COMPANY 
KANSAS CITY, KANSAS 


Report of Examination Not Yet Made Public 
The Federal Reserve Life Insurance Company was examined 
some time ago by several State Insurance Departments, including 
Indiana and Kansas. To this date the report has not been filed 
as a public document. 


FILIPINAS LIFE ASSURANCE COMPANY 
21 PLAZA MORAGA 


MANILA, P. I. 


History 

This company has been incorporated as a stock legal reserve 
life insurance company under the laws of the Philippine Islands 
and was licensed April 1, 1933, at which time it took over all as- 
sets and liabilities of the Life Department of the “Filipinas” 
Compania de Seguros. The latter company remains in business 
but now restricts its writings to fire, marine, accident, earthquake, 
motor car, fidelity and surety business. The authorized capital 
of the new company is 500,000 pesos, the subscribed and paid-in 
in cash, 250,000 pesos. The par value of the shares is 100 pesos 
each, 

Management and Reputation 

The company is owned and controlled by its stockholders and 
profits are not limited. Of the 2,500 outstanding shares, 2,491 are 
owned by the Filipinas Compania de Seguros, which also owns 
one-half of the capital stock of the Insular Life Assurance Com- 
pany of Manila. 


Kinds of Insurance Written 
The company will write Ordinary insurance on the non-partici- 
pating and participating plan and issues the usual forms of life 
and endowment policies. 


Officers 
President, Antonio Melian: Vice President and Director, Fran- 
cisco Ortigas; Treasurer, Vicente Arias; Secretary, Eduardo Or- 
tigas; Manager, Pedro Casas; Actuary, Emeterio Roa; Auditors, 
Messrs. Fleming and Williamson. 


Directors 
Francisco Ortigas, Enrique Zobel, Vicente Arias, Ignacio R. Or- 
tigas, Jose R. McMicking, Francisco Ossorio and Antonio Melian. 


Territory 
The company is licensed to do business in the Philippine Is- 
lands only. 


Reserve Basis 
The company uses the following reserve bases: Hm. 6% inter- 
est; American Tropical, 444% and Hunter’s Tropical, 4%. 


Report of Examination Reviewed 

The Filipinas Life Assurance Company was examined by the 
Insurance Division of the Government of the Philippine Islands 
as of September 30, 1933 and the report was favorable to the 
company. 

For the period from January 1, to September 30, 1933, the com- 
pany’s income aggregated P322,805.84. Among the principal items 
of disbursements made are: for policy expenses, P101,376.55; for 
cash surrenders, P68,702.13; for death claims, P54,992.97; general 
expenses, P53,480.60 including salaries for P18,728.20; and for divi- 
dends to policyholders, P12,710.89. There were written during the 
period under report some P3,000,000 worth of business. On Sep- 
tember 30, 1933, the total business in force of the company 
amounted to P9,526,773 represented by 4,063 policies. This shows 
a net increase of P905,844.00 in amount of insurance with an 
increase of 870 in number of policies when compared with those 
in force as of the last report of examination, The causes of the 
increases and the terminations are shown in detail in the Exhibit 
of Policies appended hereto. 

The examiners concluded their report with the following: ‘“Re- 
sults of this examination show the Filipinas Life Assurance 
Company as of September 30, 1933 to have total admitted assets 
of P2,077,215.26, while the total liabilities, except capital, amount 
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Massachusetts Mutual 
a synonym for 
Quality and Excellence 
in 


Life Insurance 


Me 


MASSACHUSETTS MUTUAL LIFE 
INSURANCE COMPANY 


SPRINGFIELD, MASSACHUSETTS 


Organized 1851 
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to P1,760,153.72. With paid-up capital of P250,000.00 and a surplus 
(including contingency fund of P17,268.70) of P67,061.54 over all 
liabilities this report shows a surplus as regards policyholders 
amounting to P317,061.54.” 


FRANKLIN LIFE INSURANCE COMPANY 
SPRINGFIELD, ILL. 


H. O. Agency Record 

August 30, 1934, dedicated by Franklin Life agents to President 
Henry M. Merriam, whose birthday was August 3lst, proved to 
be the biggest “written business’ day ever experienced by the 
Company’s Home Office Agency in Springfield, Illinois, and the 
second biggest day, all territories included, in the Company’s 
history. 

As recently as March 8th of this year the Home Office Agency 
set an all-time record for a single day’s business in The Frank- 
lin’s home city, only to smash it on August 30th with 58 applica- 
tions for $130,180. 

The Company’s all-territory record of $1,400,000 for a single day, 
made May 3ist of this year, still stands but August 30th was the 
biggest August day in The Franklin’s fifty years of service. 

The Franklin Life’s paid business for the entire month of Au- 
gust, 1934, exceeded paid business for August, 1933, by more than 
98%, according to Rollin Young, Agency Vice-President. 





FRANKLIN LIFE INSURANCE COMPANY 
NEWARK, N. J. 


Receivership 
Press reports indicate that Louis J. Cohen has been appointed 
receiver of this assessment life association, which was licensed 
June 18, 1934. Claims against the company must be filed with 
the recevier on or before September 2list. This company had no 
connection with the Franklin Life Insurance Company of Spring- 
field, Illinois, a legal reserve stock life company. 
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GEORGE WASHINGTON LIFE INSURANCE COMPANY 
CHARLESTON, W. VA. 


Production Increases 

The month of August, 1934, was celebrated by George Wash- 
ington Life as “President’s Month,” in honor of Charles L. Pres- 
ton, President, whose birthday anniversary falls in that month. 
As a result of the celebration, the volume in new applications, 
sent in by the agency force of the company, during August, 1934, 
was 101% greater than in August, 1933. 

The new policies paid-for, during August, 1934, were, in volume, 
78% greater than in August, 1933. 


Report of Examination 

The George Washington Life was examined as of December 31, 
1933 by the West Virginia Insurance Department and the report 
verified in detail the statement filed by the company except that 
income and disbursements were increased by $89,503 for borrowed 
money. The company in its statement treated this as net. The 
report was generally favorable to the company and is reviewed 
herewith insofar as it applied to the company’s investments. 


Comments On Financial Statements 
Real Estate—$638,111.08: 

“Schedule D sets forth a detailed list of the Real Estate owned 
by the Company; Schedule E is an auxiliary containing descrip- 
tive information which could hardly be combined with the first 
named Schedule in tabular form and in order to get a compre- 
hensive idea of these properties the two Schedules should be read 
together. 

“During the past three years the company has had several 
appraisals made, on the basis of which the book values were writ- 
ten up or down, and since the appraisals appeared casual and 
arbitrary, all such entries have been reversed on the books in 
December, 1933, resulting in increases of $7,000.00 and decreases 
of $20,912.41, or a net decrease of $13,912.41. 

“By order of the Insurance Commissioner of the State of West 
Virginia the company’s real estate is carried at cost (except par- 











What Six Months Tell 


Lamar Life Fieldmen— 


Increased paid-for business 42%. 


Increased insurance in force $1,275,000. 


The Company— 


Increased assets each of the past four years 
with substantial increase for 1934. 


Increased its holdings of liquid bonds 61.4%. 





E COMPANY 


MISSISSIPPI 
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cel #64) this being considered a fair value at the present time 
under the circumstances. In general cost includes purchase price, 
in the case of those properties purchased, or foreclosure value 
plus delinquent charges, plus accrued interest to date of fore- 
closure, plus improvements and repairs capitalized, minus applic- 
able credits. There appears to have been a tendency to capitalize 
small items in the nature of repairs but due to the labor involved 
in segregating such charges from actual additions and improve 
ments, these charges have not been reversed, 

“A study of the above-named detailed Schedules reveals several 
undesirable properties because of their being unimproved or un- 
productive. The net income for 1933 is little more than one per 
cent, less than one per cent for the year 1932, and a net loss 
for the year 1931. 

“Deeds and other documents, pertaining to title, were exe mined 
and ascertained to be in good order, however, no independent 
verification of title has been made. Fire insurance and assessed 
valuations are set forth in the above-named Schedules. 


Mortgage Loans on Real Estate—$1,353,684.97 : 

“A detailed list of these loans is shown under Schedule F, to- 
gether with pertinent information; the last page of the Schedule 
exhibits a summary of the classification of the mortgaged prop 
erty, classified according to the type of property for each state 
in which it is situated. 

“Loans have been made for various terms although many have 
been made for periods of five or ten years, interest usually at 
six per cent payable both in advance and in arrears; in a large 
number of cases advance discounts are taken which increase the 
return to above seven per cent. Comparatively small interim an- 
nual curtails have been required—-too small to increase the com- 
pany’s margin of safety when property values are falling. The 
company has made a practice of extending defaulted payments, 
usually charging one per cent; in addition to the amount of past 
due principal, as shown by the detailed Schedule, there have 
been one hundred and eight loans, amounting to $502,905.01, which 
would be overdue except for being thus extended. 

“Ninety mortgages, aggregating $646,927.10, have been hypothe- 
cated with the Federal Reserve Bank of Richmond, Virginia, as 
custodian for the Reconstruction Finance Corporation, securing 
an authorized loan of $200,000; the mortgages thus hypothecated 
are designated by an “R” on the detailed Schedule. As of this 
date $54,503.38 has been received by the Company on December 
30, 1933. 

“Trust deeds, notes, appraisals, insurance policies, etc., were 
examined in detail and verification was obtained from the Federal! 
Reserve Bank of Richmond for the hypothecated items. 


Book Value of Bonds—$1,071,063.00: 

“The company uses the amortized method of valuation as pro- 
vided in 1921 Acts of the Legislature of West Virginia. 

“A detailed list of bonds owned appears under Schedule H. 
There were many changes in the Bonds and Stocks Accounts dur- 
ing the year as may be seen from the following tabulation: 








Stocks Book Value Profit Loss 
Owned December 31, 1932 $122,900.00 
Purchased—Year 1933.... 92,624.76 
$215,524.76 
Sold—Year 1933.......... 215,524.76 $75.00 *$14, 259.80 
Owned December 31, 1933 None 


* Includes double liability on Charleston Trust Company Stock 
—$6,600.00 owned—amounting to $13,200 and interest, $47.30. 











Bonds Book Value Profit Loss 
Owned December 31, 1932 $593,980.00 
Purchased—Year 1933.... 882,096.17 
$1,476,076.17 
Sold—Year 1933......... ; 407,765.00 $4,319.38 *$23, 262.28 
$1,068,311.17 
Increase in book value 
by amortization........ 4,598.83 
$1,072,910.00 
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Decrease in book value: 
By amortization, $350.- 
OO: Write-down of 
Wheeling & Steuben- 
ville Traction Co., $1,- 
GD ‘So vbcesocbSéios<es 1,847.00 

Owned December 31, 19383  $1,071,063.00 
*Includes loss on Kanawha Valley Traction 5’s/1946—S0 M par, 

sold for $43,350.00, book value $63,400.00, loss $20,050.00. 


“Since a detailed list of the purchases and sales appears in the 
company’s annual statement it has not been repeated in this re- 
port, It may be noted that practically all of these transactions 
were through Preston, James, Yeiser & Company (Incorporated), 
New York City, and with the exception of the profit and loss 
items shown above, the increases and decreases by amortization 
and write-downs, shown above, the transfers were made at 1932 
convention values. In these exchanges, the company acquired the 
following: 


4°s/1943 
5's/143 


$100,000.00 
225,000.00 


100 M Allied Continental Corp. .......... 
2°75 M Hudson & Southern Co. .......... 
For Cash 

25 M Hudson & Southern Co. ......4... 5's/1943 25,000.00 

The President and Secretary of these two companies, Mr. Preston 
and Mr. James, hold similar positions with the George Washington 
Life Insurance Company and they are also officers of Preston, 
James, Yeiser & Company. 

“Items designated “NY” on the detailed Schedule were verified 
by your examiner, by count and inspection, from the company’s 
safety vault in the Chase National Bank of New York, except five 
issues aggregating $35,000.00 which were in process of delivery 
and verified by Redmond & Company, Brokers, New York City. 
All other items were verified by inspection or correspondence. 


Agents’ Balances: 
Tt Keensteueace 
nn cshendéace 


$11,970.45 


3,890.05 $8,080.40 





“In going over the agents’ ledger the following items were 
noted on the account of Harrison Bowne Smith, who is a vice 
president of the company: 


Balance Total 
Dec. 31, Comm’ns 
193: Credited 


After to Acc’t 
Credits Year 1933 
$335.94 


DR CR 
12/31/31 By Cash.. $12,500.00 CR 


1/ 4/32 Advance .... $12,500.00 


12/31/32 By Cash.... 7,264.79 CR 314.15 
l/ 3/33 Advance .... 7,264.79 

ll/ 3/33 Advance .... 1,500.00 

12/30/33 By Cash... 1,500.00 CR 312.35 
l/ 2/34 Advance .... 1,500.00 


“Other accounts handled in a similar manner, where credits 
were made to agents’ accounts on December 29, 1933 and repaid 
by the company’s checks January 2, 1934, are as follows: 


$1,500.00 DR $835.58 $2,533.26 
1,500.00 DR 2,424.73 1,658.05 
1,000.00 DR 689.59 1,381.55 


H. M. Boyd, Columbus, Ohio... 
S. Lord Hyde, Charleston, 8. C. 
J. W. Nash, Blackstone, Va. 


F. O. Redford, Georgetown, Ky. 1,500.00 CR 15.52 2,504.05 
Guy A. Ritter, Princeton, W. Va. 1,500.00 CR 29.48 2,051.69 


K. R. Thompson, Reidsville, 

ak: Gaede cowats bss enssasesc 1,000.00 DR 1,202.95 2,197.72 
$8,000.00 

Harrison Bowne Smith 

(As shown above)...........- 1,500.00 CR 312.35 3,097.66 


_—_—— ——— - — 


$9,500.00 DR $5,152.85 $15,423.98 
CR 357.35 








“Investigation disclosed that all of the above items actually 
passed through the company’s account with Kanawha Banking & 





IDurine the month of 
October, members of our Branch Office 
clerical staff are engaged in giving Jeffer- 
son Standard agents special conserva- 
tion service. Once each year a “check- 
up” is conducted by agents, with Branch 
Office assistance. Every lapsed policy- 
holder is given another opportunity to 
“come back into the fold.” Just another 
feature of Jefferson Standard service to 
agents! 


A. R. Perkins, Agency Manager 


JEFFERSON STANDARD 


LIFE INSURANCE COMPANY 
JULIAN PRICE, President 


(GREENSBORO, NorTH CAROLINA 

















Trust Company, Charleston, West Virginia. Technically, the com- 
pany was in possession of this sum at the date of the annual 
statement, however, these transactions obviously smack of year 
end window-dressing to the extent of $9,500.00—$357.35—$9,142.65. 


Surplus—$167,291.00: 

“This amount was reported in the company’s annual statement, 
$42,291.00 of which is set forth as “Reserve for Depreciation of 
Assets.” The errors and corrections enumerated in the foregoing 
comments have not been of large amounts, except the apparently 
unwarranted writing up of real estate parcel #64 from $13,800.00 
to $22,000.00, and the device used to avoid listing agents’ balances 
as non-admitted amounting to $9,142.65. After taking these two 
items into account there remains a surplus of $149,948.35. How- 
ever, in considering this surplus balance due weight must be 
given to the comments on the book value of Real Estate, Mort- 
gage Loans, Collateral Loans and Bonds. 


Management 

“The management of the Company is vested by its By-Laws 
in a Board of Directors consisting of seventeen persons who need 
not be stockholders. Directors are elected at the annual meeting 
of the stockholders of the Company which is held in January of 
each year. Directors hold office for one year. The officers of the 
Company are elected by the Board of Directors from among their 
number for a term of one year. 

“June 16, 1933 there were certain capital stock transfers by 
virtue of which 15,000 shares were issued to Allied Corporations, 
New York, N. ¥. Your office was advised of this transaction and 
is in possession of documents setting forth certain changes in 


the Company’s assets incidental to said transfer.” 


. * ” * 


H. O. Changes 
The former Miss Dorothy M. Jamison, who has recently mar- 
ried, resigned her position as Actuary of George Washington 
Life, which position she had held for a long time. The Company 
has announced the appointment of Luther G. Thompson to fill 
this vacancy. 
Continued on next page 
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Hard Winter Ahead 


Goose bone prophets freely predict another 
hard winter ahead. But life insurance men who 
are properly equipped for easier selling need not 


worry over cold weather. Increased production 


will keep their home fires burning brightly. 


Fidelity offers ..... 


In addition to effective visual appeals which 
capture attention, arouse interest and launch the 
agent into his selling theme in the first few min- 
utes of the interview, Fidelity workers are 
backed by a complete kit of modern policies, in- 


cluding Low Rate Life, Family Income and its 


famous “Income for Life’ plan. 


he FIDELITY MUTUAL LIFE 
INSURANCE COMPANY 


PHILADELPHIA 


WALTER LEMAR TALBOT. President 


























A DIPLOMAT 
A STUDENT of world affairs whose 
affairs in the social world give a brilliant back- 


ground to The Willard—abode of world celeb- 
rities, and “The Residence of Presidents.” 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


Moderate Prices in Main Dining 
Room—Popular Price Coffee Shop. 


O%e 
WILLARD HOTEL 


WASHINGTON, D. C. 


H. P. SOMERVILLE, Managing Director 





























GEORGE WASHINGTON LIFE INS. CO.—Continued 

Mr. Thompson is a graduate of the Actuarial Department of 
the University of Michigan, and has had practical experience in 
his profession, extending over a number of years. He comes to 
George Washington Life from the National Fidelity Life of 
Kansas City, Missouri, where he held the position of Actuary. 


_——— — — 


GUARANTEE MUTUAL LIFE COMPANY 
OMAHA, NEBR. 


Report of Examination Reviewed 


The Guarantee Mutual Life was examined (Convention) by the 
Insurance Departments of the States of Nebraska, Indiana, Iowa, 
and North Dakota as of June 30, 1934. Income for the first six 
months of the year was $2,103,387, disbursements, $1,812,730, total 
assets $17,123,821, surplus $1,425,966, investment fluctuation re- 
serve $1,550,000, insurance in force, $118,547,488, including only 
2,902,382 of assessment business. The examiners concluded their 
remarks with the following favorable comment:—‘“‘As a _ result 
of this examination it is the opinion of your examiners that the 
company is well and ably managed.” 

Certain of the examiners’ comments are reproduced herewith 
insofar as they deal with the investments of the company. 


Real Estate, $1,191,245.70 

“All real estate owned with the exception of the home office 
and the Farnam Street property has been acquired by foreclosure 
or through voluntary assignment by quit claim or warranty deeds. 
All instruments conveying title together with abstracts and at- 
torney’s opinions were inspected. 

“In the following schedule is shown the present book value of 
farms owned, and location by states. Locations of city properties 
are listed under their respective headings. 


Schedule of Real Estate Owned 





Farms 

State Book Value Total 
ee ey ee $385,552.52 
DE: Seg dessinvans dle ddbsentieddsessdee 308,499.55 
Dt! . svectttGedviidetivd diatom cane aaa 21,319.65 
DE .<ce bhutan dleeusdéueds entesdehebes 20,857.50 
nn? etn 8 oe eeu acca ensan be 19,280.00 
Dt Sn ednedob cebecdoceocseesns 10,510.64 
Dt! gicenebakédbdbeebevebosdeesoncse 4,800.00 
Dt <etantadiunk ocdeanteececeeebese 3,000.00 

tt ‘Sedsdavsdtadthetatds shadbeabeaenssssebsbabutia $773,819.86 


Farms Sold on Contract 
Book value on date of sale, $41,874.36: 
sale price, $51,296.47; payments made 


on contracts, $12,042.10; balance un- 
paid, $39,254.37; present book value $29,992.95 29,992.95 


City Property 


Home Office Building, Omaha, Nebr. $336,140.00 





Parmam Bl. PEOMSTEY .cccccccccveccces 45,000.00 
Two city residences—Gary, Indiana.. 6,292.89 
Total City Property Owned .......cccccccsccccs 387,432.89 





ee ES WEED -ciewenececcesecoseoccsceese $1,191,245.70 


“Of especial interest is the fact that from an original book 
value of farms in the amount of $1,377,004.48, $603,184.62 has been 
charged off, being approximately a 44% reduction in the book 
value, leaving a balance of $773,819.86. This result has been ac- 
complished by the practice of the company in making semi- 
annual inspections of real estate owned, and reducing the book 
value from time to time, according to the trend of falling prices 
of all property values. 

“From recent sales above the book value the following is noted: 
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Book Value 
Charged Off Sale Price 


Amt. Paid 
in Cash 


$1,000 $1,000 

$1,600 5,000 5,000 

2,000 3,500 3,500 

2,800 4,500 500 

WOGED ceccase $6,400 $14,000 $10,000 


Sales on Contract 


eae We Wa, Gee Gr Gee ca cetenceOescccdicdccuvess $41,874.36 


ny Si Wenenbnsatendbendsé bébé ddaekdéntoctcéudecdoss 51,296.47 
en re Me sin sue elieeeeeeidds betas 12,042.10 
a 39,254.37 
Pe Cn SD cededueé a0 66oecbadeesecodécecdec 29,992.95 


“In view of the above facts it appears that the company may 
eventually recover a substantial amount of the sums charged off. 

“Land sold on contract which is shown in the above schedule 
with a book value of $41,874.36 at date of sale is carried at $29,- 
92.05. Two residence properties located in Gray, Indiana with a 
former book value of $8,292.89 are reduced to $6,292.89. The home 
office building which originally cost with improvements $577,245.44 
is now carried at $356,140.00. The Farnam Street property with 
an original cost of $110,750 is now carried at $45,000. Complete 
descriptions and other information concerning the home office 
building and the Farnam Street property is contained in the last 
report, hence no additional comment is deemed necessary. 


Farm Operations 

“Approximately 90% of the book value of farms owned is in 
Nebraska or Iowa. These farms are under the personal supervi- 
sion of field men for the company. Complete records of farm 
operations are maintained by the company. Cash income for the 
year 1933 was $36,178.90 and in addition the records show that 
17,046 bushels of corn are in storage on farms. Corn in storage 
is not included in the financial statement but will be shown as 
income when the corn is sold. 

“Disbursements for the year 1933 were $28,001.11 whch amount 
includes two years’ taxes on several pieces and insurance pre- 
miums on several others where the existing insurance had to be 
replaced due to the failure of the carrier. 


Mortgage Loans, $1,933,153.04 

“All papers affecting mortgage loans were inspected and the 
loans were found to be first liens as evidenced by notes, mort- 
gages, abstracts and attorney's opinions. Insurance policies to 
protect mortgage loans were assigned and in possession of the 
company. From a total of $1,584,079.54 of farm loans, $1,395,740.69 
are on farms located in the States of Nebraska and Iowa, leaving 
a balance of $188,338.85 loaned in other states. 

“City loans in the amount of $349,073.50 are fully insured and, 
with the exception of $8,350.00 are Nebraska loans. All interest 
due on city loans is paid in full as of June 30, 1934, except $294.72. 
No recent appraisals have been made, the appraisals on file being 
mostly those obtained at the time the loans were made, which at 
that time were well above the statutory requirements. 

“The payments of interest due for the past 18 months on farm 
loans appears to have been affected by moratoriums and the agi- 
tation for an extension of time in the payment of both principal 
and interest on mortgage loans. However payments of interest 
of over $40,000 has been received since Jan. 1, 1934. 

“The Company’s practice of delaying foreclosures and assisting 
the borrower by redemption of delinquent tax certificates where 
an apparently sound value remains has resulted in a rather large 
amount of past due interest. It is also apparent that many 
farmers have become hopelessly involved by judgments and junior 
liens filed against farms on which this company holds first mort- 
gages. In such cases the company promptly institutes foreclosure 
proceedings and at the date of this examination there are 25 farm 
loans in process of foreclosure. In the following schedule is 
shown loans in total amounts classified by states: 


Farms and Ranches 


State Amount 
NGDPAGER .cccccccecescccs $904,040.69 
Be sccese PTT TIT TT TTL 491,700.00 
BED ccccccccccecsectese 61,413.85 
BEIGSOUTE cccccccccccccecs 35,000.00 


South Dakota ........... 24,125.00 








oputarity Keigns 
in St. Louis 


When in St. Louis stop at these hotels 
and really enjoy your visit. They are 
renowned for their delicious food and 
reasonable rates. You will appreciate 
the convenient location to shopping, 
business and theatre districts. 





6th at Market Street 


7th at Market Street 


American and Annex 
St. Louis 


























Dt ithedh-s ane diehiiams 17,950.00 
PD cde ccadeéeame 16,500.00 
ME “vertiintebeneeed 15,050.00 
DR -s066-e6deeeeeeeeees 11,800.00 
CC EE 3,000.00 
BUOUGm SPMMOER oc ccccccecs 3,000.00 
BE: un ecectwabGdaececeun 500.00 





Total Loaned on Farms and 
Ee nS eee $1,584,079.54 


City Property 











Pe. a nictviadwowu aes $340,723.50 
De 6s scseeedeadiaees $8,350.00 
Total Loaned on City Property.... 349,073.50 
Balance as of June 30, 1934 .............00.. $1,933,153.04 
EE WE EE en cdideescutiecdedeeae $151,411.68 
Pee GIO. Wc ndcndsdeseachatesous 32,396.40 
Total Interest Due and Accrued ................ 183,808.08 


Book Value of Bonds, $8,758,389.42 

“The above book value of bonds does not balance with the sup- 
porting records by $61.03, the ledger figure shown above being 
less than the card records. The Company has corrected their 
ledger so that in the future it should agree with the supporting 
records. In this discussion wherever the ‘book value’ is men- 
tioned the figures referred to are those shown by the records 
rather than the ledger figure. 

“All bonds owned were accounted for either by counting or by 
inspection of receipts issued by the parties holding the bonds. 

“The book value of bonds is composed of $8,449,970.00 par value, 
and $308,480.45 excess of unamortized premium over unaccrued 
discount. All bonds are the obligation of the United States Gov- 
ernment or of a state or of a political subdivision of a state. A 
division of the par and book value by states is shown below: 

Continued on page 393 
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The new paid for business of 
the Ohio National for the first 
eight months of 1934 shows an 
increase of 120% over the paid 
for production for the same pe- 
riod of 1933. This record is a 
tribute to the life underwriting 
profession. It also illustrates the 
great confidence the public are 
expressing in the institution of 
life insurance. It is also an evi- 
dence of the value of a well-or- 
ganized and well-planned sales 
program. 


(\ LNCrease... 


The Ohio National Life Insurance Company has 
passed its twenty-fifth year. Its new Home Office 
has been dedicated. The Company is operating in 


twenty-nine states and has opportunities for Gen- 


eral Agencies in many of these states. 


The Company has to offer in addition to a very 
attractive and salable line of policy contracts a 
definite working program known as the Three Way 
Plan. This program consists of a simple but effec- 
tive prospecting system, a very definite program of 
time control and a series of Direct Mail letters 


and organized sales talks to meet each situation in 


life. 


In addition to this service there is personal help 
and supervision in the field and a personalized 
briefing service to meet unusual requirements. All 
these services are offered to the members of the 


Ohio National Field Staff. 


The Ohio National Life Insurance Company 


of Cincinnati, Ohio 
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GUARANTEE MUTUAL LIFE COMPANY—Continued 


State Par Book 
De nibs cnn 4 nb kdb bods s 60 06t boteses $378,000.00 $376,038.57 
CD Rebs beecccedsciccdecedigucess 172,000.00 184,841.36 
SE Dexek bb diet whe 06020 6ea Cau ode tet 25,000.00 26,985.66 
DT dcianwes sbdd c6bse bc atouwecee tance 1,847,000.00 1,909,018.86 
PE Enndcucdsdoutd de sbiWecedéciocsee 31,000.00 31,424.82 
DOG ch counw cbbeedoteotebs t6ees sb ear eds 19,000.00 19,832.08 
De dbhdentbabededetcdlasdarecedsedvede 85,000.00 91,741.56 


Po ceccnboebhete ccewasc¥ee saeter 25,000.00 24,578.66 
sop cueeuedewenwdteceséeeedéen 50,000.00 50,000.00 
PE chin ecdadncee seb dcbsccvaeseec 20,000.00 21,657.34 
Ee fo) ce ckvccecdccceedtceees 5,000.00 5,146.89 
DE chi ctsededeccdetuseccouccscoe 196,000.00 196,139.06 
DEED, oc eed ceeded ecescceccoeesocces 15,000.00 16,113.42 
DE. cadeevbochs ce cdeedeve cesecuese 65,000.00 65,255.71 
DE ¢cectheceduceetéceb'eodevcenecode 11,000.00 11,049.33 
TYPO TT TTT TTT LIT TTT 65,200.00 68,545.08 
i i 2 idee ce ca debeed es 006 ones sé 379,000.00 379,103.75 
i Mn + canna 6 OU 060 66U0eeeseoes 386,000.00 413,991.36 
Pn ns cdaliadeseuosetaaeéeeonke 135,500.00 135,285.86 
GRE vac cedececedsdeescecccsécccceccecss 2,000.00 2,201.99 
Dn pvr as ahd anhdseosekdeencentes 94,570.00 89,872.12 
GE cccccsecccseecescceccoessceecces 31,500.00 31,916.70 
POMMGVEVAMIR 2c cccccccccccccvcccececes 5,000.00 5,761.85 
Dt Pn “hits otacdesoe deacsedeeece 159,300.00 163,602.79 
SE.” Velen ribet een eibbad 648400 batOedoa 4,004,100.00 4,192,533.05 


Pe st panadek on diedeedé 6665006686 da0e 00 5,000.00 5,223.92 
117,000.00 116,694.36 
46,000.00 46,203.67 
75,800.00 77,690.63 


Si i vceegeesedeedeuescosoosees 
WHGERERE ccccccccccercccccccccccescoces 
i, i MD .o. secesedeoesetécer 








BOER) cccccccccecsccccccccoccccceces $8,449,970.00 $8,758,450.45 


“Of the bonds owned the Company had issues in default as to 
interest and/or principal in eight states, In attempting to deter- 
mine the value of the issues in default your examiners obtained 
quotations from three bond houses. These values, we believe, 
reflect accurately the present market. A schedule showing the 
par value of bonds in default by states, the book value by states, 
and the market value by states follows: 





Par Book Market 

State Value Value Value 
BERBERS cwccescvesiccedes $328,000.00 $326,088.57 $286,090.00 
GED Scwoessecoesscs 107,000.00 114,740.18 50,650.00 
DE wcochadddoscdcdevs SS4,000.00 923,537.28 316,450.00 
North Carolina .......... 242,000.00 258.456.38 125,700.00 
SD “So ddeseoccecéue 10,000.00 10,036.54 3,500.00 
BE  wSdSbesbecodencess 21,500.00 21,530.99 5,375.00 
South Dakota ........... 70,000.00 71,839.15 50,050.00 
0 BPP Peet Cree re 1,141,000.00 1,195,056.59 785,368.82 
DED ‘éutcbeéuscawuse $2,803,500.00 $2,921,235.68 $1,623,183.82 


“In analyzing the market values obtained as a result of our 
queries as well as the changes in the status of the bonds over 
the past six months’ period your examiners believe that it is im- 
possible to place a value on defaulted bonds and expect that value 
to remain constant for more than a short time. Some of the bonds 
in default on December 31, 1933 have been placed in good stand- 
ing, others have had their positions improved, others remain as 
they were and still others are more in default than they were six 
months ago. Therefore, as a result of the changing position of 
the bonds and the variation of the sale price of these bonds, your 
examiners believe that the best method of handling the difference 
between the current market price of the bonds in default and the 
book value is by means of a reserve fund with certain variations. 
As a result they have handled the difference between market value 
and book values as follows: 

“All bonds in default more than one and one-half (1%) years 
have been valued at the market price. All bonds in default one 
and one-half (1%) years or less have been allowed as an ad- 
mitted asset for their book value, but the full amount of the 
difference between the book value and current market value, $1,- 
210,504.06, has been offset by the establishment of an Investment 
Fluctuation Reserve of $1,550,000.00 to provide for possible losses 
on assets. 

“The difference between book and market value on bonds in 
default more than one and one-half years of $87,547.80 has been 
deducted as an asset not admitted. 








The Columbus Mutual | 
| Offers— 


First—Low Cost Insurance to Sell. 


—_ 


Second—Liberal Commissions for Selling It. 
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(An Unusual Combination) 
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Third—Ideal Working Conditions. 
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Vested Renewals— 


— 


Unrestricted Territory— | 
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Automatic Promotion— 


— 


Equality of Opportunity— , 


The Right to Build Your Own Agency— __ | 
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COLUMBUS MUTUAL LIFE | 
COLUMBUS, OHIO 
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“Accrued interest of $172,992.15 and due interest of $134,554.60 
has been shown as a non-ledger asset. These items are composed 
of $89,235.00 accrued interest on bonds not in default, $42,163.22 
accrued interest on bonds in default one and one-half years or 
less, $3,156.38 accrued interest on bonds in default more than one 
and one-half years, $149,867.15 due interest on bonds in default 
one and one-half years or less and $23,125.00 due interest on bonds 
in default more than one and one-half years. 

“The interest on bonds in default has been handled in the same 
manner as the principal on these bonds, the interest due and 
accrued on defaults of more than one and one-half years of $26,- 
281.38 being deducted as not admitted and the Investment Fluc- 
tuation Fund being considered sufficiently large to offset any loss 
in the interest collections on defaults of one and one-half years 
or less. 

“On December 31, 1933, the Company did not take credit for 
any past due or accrued interest on bonds in default. On the 
valuation basis permitted by the Nebraska Insurance Department, 
but modified by the Company to conform to the ruling of the 
National Convention of Insurance Commissioners, the Company 
was entitled to show as an admitted asset some $172,000.00 of due 
and accrued interest. Since this amount would have increased the 
surplus account by the same amount as the assets were increased, 
the result as far as the statement is concerned would have been 
unimportant as the Company already had a very ample surplus 
and was not in need of further surplus, but the Company’s 
method of handling this item did effect the net earnings on assets 
as reflected in the gain and loss exhibit. On the basis of actual 
interest income the Company showed a net earning of 3.6%, 
whereas, if the same basis were used as was used by other com- 
panies domiciled in Nebraska, the earning would have been ap- 
proximately 4.8%. 

Book Value of Stocks, $253,337.50 

“Since the date of the last examination there has been no change 
in the Company’s stock holdings, which consists of 1,000 shares 
of American Telephone and Telegraph, Common, purchased at 
$207.82% per share, and 1,000 shares of Standard Oil Company of 
Indiana, Common, costing $45.5144 per share. 

Continued on next page 
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“The published market quotations of the above stocks on June 
30, 1934 was $140,375.00, and the difference between the Company's 


| 
| book value and the market value, amounting to $112,962.50, has 
AGENCY been deducted under ‘Assets Not Admitted’.”’ 
OPPORTUNITIES | 


| GUARDIAN LIFE INSURANCE COMPANY 
The AMICABLE Life has a number of agency NEW YORK, N. Y. 

openings in its territory—the states of Texas, 
New Mexico and Louisiana. Very liberal 








Record August Production 
The largest August production in the Company's history is re- 
ported by The Guardian Life. With submitted and issued busi- 





contracts. 

ness figures surpassing all previous August totals, a gain of 58% 

| Guaranteed Low Rates | in paid production qves August, 1933 een registered by the field. 

| ; i : The tenth consecutive monthly increase for The Guardian, Au- 

! Ordinary Life, Select Risk (Age 35, gust’s gain brought the Company's paid preduction for the first 

| $19.66) eight months of 1934 to a point 43% above last year's total for 

| 90 Pay Life Select Risk (Age 35, $27.08) | the period. Indicative of the widespread nature of The Guardian's 

| Age Limits ne dav to 68 ‘years advance ™ awe is the fact that 75% of the Company's Agencies 

_ - > report increases in paid production for the first eight months of 
| Full Second Year Values—Loan Value 1934. 

end first vear The return of President Heye to his desk at the Home Office 

Disability and Double Indemnity on Tuesday, September 4th, was signalised by the Field Force 

Pr fit Sh r Benefits with the greatest volume of business ever received by The 

o aring Guardian on one day. The total of 609 applications for $2,794,566 

| received on that day exceeded both in number of lives and in 

If interested, address the Company direct volume the best previous daily records. 


A M I C A B L K | HERCULES LIFE INSURANCE COMPANY 


CHICAGO, ILL. 
LIFE INSURANCE COMPANY Semi-Annual Statement 


of WACO, TEXAS Assets 























jt Cn cniicen cubes che seeeebsseeenssseebeot $868,657 
Dn Snbscdsckatabbeessbbndaeseld b6ebedses en tddetdoess 135,368 
i Ce ‘Wins od che abn cked bbebeseeseeeuneséeée 10,045 
i $1,014,070 
a ee aS ee eS eS ee ee ee —_ LL aL a hhh bbb aaang ; 
Liabilities 
TS + cicdl Ladeties aus seeudanebeietet6eun debates 574 
SEE Gia 60 0 cd eeSMowd on cldkesécedbesoscseustsscoesatocsnt 500,000 
DEED ‘wccskedeesdonecedeeseecdeSetvecethsd00esbseeee 513,496 
Dn chivivtGienethtdast 66unnseeseece ced 66008066004 $1,014,070 
* . 
Income, First Six Months 
CE pick bebe neidcne abc ale ebeestbesusesesesee $3,142 
Atlantic Life desires to appoint capable I Ni ia td ld ee a ee aseaess 0,677 
ee Cn eds Leen ehon bubebbebeseecenesooese 163,560 
District Agents in important centers in ——___—— 
EL ee en a a $176,379 


Ohio; and a Home Office Supervisor will 
Disbursements, First Six Months 





be in that State during October to discuss DD si euddeebeeeaestdawhshdoeecdesntusemeetesee $178,623 

EE en ee eS eT eT ee 514 
our attractive proposition. Men interested I i cae. is cas ebsceudebbooacies 9,844 
in such District Agency contracts are cor- i i cnciubicncvececostates $188,981 


The above figures do not include assets and liabilities or in- 
come and disbursements of the National Life Fund representing 
the business of the National Life Insurance Company of the 
U. 8S. A., which was reinsured by this company February 12, 1934. 
Such figures will be included with the company’s year-end state- 
ment. 


dially invited to write to Mr. Wm. H. Har- 
rison at the Home Office for full details. 


Atlantic Life 


Insurance Company 
Richmond, Virginia 


ANGUS O. SWINK WILLIAM H. HARRISON 
President Vice Pres. & Supt. of Agencies 
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ILLINOIS MUTUAL LIFE INSURANCE COMPANY 
CHICAGO, ILL. 
Bill Filed for Receiver 


This company was formerly known as the General Life Insur- 
ance Company, organized under the Illinois 1927 Life Assessment 
Act, the name having been changed to Illinois Mutual Life In- 
surance Company on August 1, 1934. At the instance of Director 
of Insurance Ernest Palmer, the Attorney General of Illinois filed 
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has a bill for receiver against the Illinois Mutual Life September 11th. 

This bill sets forth that on June 29, 1934, a contract was made 

between the General Life and the Pacific States Life Insurance 

Company (the contract being dated March 19, 1934, effective date 

June 29, 1934), whereby the General Life reinsured and assumed 

policies (apparently Illinois business only) of the Pacific States 

Life. 

The bill for receiver charges that in executing this contract 

without the approval of the Director of Insurance, the General 
7 Life exceeded its charter powers, and further violated the law 
roe by not submitting the “Assumption Certificate’ to the Depart- 
ad ment for approval, and that the “Assumption Certificate” violates 
Id. the law because it does not contain the assessment clause pro- 
.u- vided by statute for companies organized under the 1927 Life 
rst Assessment Act. For these reasons, the Department contends that 
or the Illinois Mutual Life is subject to the Liquidation Act. 
ae Judge Joseph Sabath entered an Order to Show Cause and a 
- Restraining Order based on this petition September lith. The 
of case was set for hearing on September 17th, but was later ex- 
= tended to September 21st and again to September 27th. 
ce . xs 
- JEFFERSON STANDARD LIFE INSURANCE CO. 
in GREENSBORO, N. C. 

Twenty- Seventh Anniversary Campaign 
During the Twenty-Seventh Anniversary Loyalty Campaign of 

the Jefferson Standard Life, in progress throughout the month of 

August, applications numbering 3,938, constituting the largest 

number written in any one month since organization of the 

Company, were written. These applications exceeded by approxi- 

mately 400 the largest previous number of applications in any 

one month, the earlier record having been attained in November, 
57 1933. 
3 Applications written in eastern North Carolina alone in August 
1 amount to more than $1,000,000 of insurance, Mr. Perkins stated. 
. The volume of business produced during the month totaled ap- 
0 proximately $8,000,000. ASSETS 

— December 31, 1933 

, LIBERTY NATIONAL LIFE INSURANCE COMPANY $175,169,871.31 
0 BIRMINGHAM, ALA. | " 


5 Report of Examination Favorable ) J INCOME OVER 
0 The Liberty National Life was examined as of December 31, : OUTGO 1933 


1933, by the Alabama Insurance Department and the report is 
$4,831,493.77 


favorable to the company. It verified the income and disburse- 


2 ment account filed by the company and published in our 1934 
7 Life volume, but through miscellaneous readjustments assets were 
) increased to $2,542, 469 and surplus was slightly reduced to a , — 
figure of $174,278. 
oe BANKERS LIFE 
LIFE AND CASUALTY COMPANY, | COMPANY 
} CHICAGO, ILL. | Gerard S. Nollen 
| Contract With | President 
| PEORIA LIFE INSURANCE COMPANY, ' Des Moines. lowa 
’ 


PEORIA, ILL. ! 
The contract under which the Life and Casualty Company of 55 Years Old 
Chicago takes over the business of the Peoria Life Insurance 
Company is reviewed in detail hereafter. The essential parts of 
the contract provide: (1) Effective date of contract November 15, 
1933; (2) Death claims are paid in full (interest on lien is not 
deducted) up to and including December 31, 1943; lien and inter- 
est deducted after that date; (3) Lien of 50% on “net equity”, 
which is defined as the mean reserve less policy indebtedness. 
Lien is increased or decreased by revaluation of assets or applica- 
tion of profits and losses; (4) Interest at 4%4.% on lien is charged 
until December 31, 1948; after that date same rate as used in 
calculating reserves; (5) Moratorium of five years (to November 
15, 1938) during which time no cash or loan values may be 
granted except for payment of premiums; this may be extended 
or modified with the approval of the Director of Insurance of 
Illinois; (6) Administration expenses allowed consists of $2 per 
thousand insurance in force, except $1 per thousand is allowed 
on extended insurance, group insurance and yearly renewable 
term reinsurance. 
The contract follows in full: 
Continued on next page 
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SHIELD POLICIES 





Ordinary Life Insurance 


Industrial Life Insurance 
Health & Accident Insurance 


Total Life Insurance in Force December 31, 1933 


$340,391,309.00 


Increase in Life Insurance in Force December 31, 1933 


$32,135,459.00 


Total Claims Paid 34 Years Ending 
December 31, 1933, $95,808,431.97 
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SMIELOS 








C. A. Craig, Chairman of the Board 


NASHVILLE 








THE NATIONAL LIFE & ACCIDENT INSURANCE CoO. Inc. 
Home Office, National Building 
TUNE IN WSM 


W. R. Wills, President 


TENN. 

















LIFE AND CASUALTY COMPANY—Continued. 


REINSURANCE AGREEMENT 

Articles of Agreement made and entered into this day of (ED:—August 
13, 1934), between Charles V. O’Hern, Receiver of the property and assets 
of the Peoria Life Insurance Company, an Illinois corporation with its 
principal office in the City of Peoria, State of Illinois, and the Life and 
Casualty Company of Chicago, an Illinois corporation with its principal 
office now located in the City of Chicago, State of Illinois, WITNESSETH: 
WHEREAS, on the 15th day of November, 1923, said Receiver was ap- 
pointed, authorized and directed to take possession of the business, property 
and assets of the Peoria Life Insurance Company, pursuant to an order 
of the Circuit Court of Peoria County, in the State of Illinois, (hereinafter 
referred to as the Court) made and entered on that day in a certain cause 
in Chancery No. 5184 entitled “People of the State of Illinois ex rel Ernest 
Palmer, Director of Insurance of the State of Illinois, vs. Peoria Life In- 
surance Company’’; and 

WHEREAS, a large part of the assets of the Peoria Life Insurance 
Company is invested in that class of securities which has depreciated greatly 
with current depressed markets and great loss would accrue to the policy- 
holders of such Company, their beneficiaries and their dependents if forced 
liquidation of all assets were undertaken in present markets; and 
WHEREAS, it is the desire of the parties hereto to effect an arrange- 
ment whereby the insurance interests of the policyholders of the Peoria Life 
Insurance Company will be conserved to the greatest possible extent, and 
whereby said policyholders may have their contracts assumed by Life and 
Casualty Company of Chicago, subject to terms and conditions believed to 
be fair and equitable to all parties concerned as is hereinafter recited; and 
WHEREAS, it is deemed to be to the best interest of the policyholders 
of the Peoria Life Insurance Company (such Company being hereinafter 
referred to as Peoria Life) that the Home Office of Life and Casualty 
Company of Chicago be removed from the City of Chicago, Illinois, to the 
City of Peoria, Illinois, for the purpose of administering therefrom all 
policies reinsured and assumed; and 

WHEREAS, the Life and Casualty Company of Chicago (such Company 
being hereinafter referred to as Company) will, within ninety days following 
the effective date of this Agreement, remove its Home Office to the City 
of Peoria for the purpose of carrying out the intent of this agreement; 
1. NOW, THEREFORE, in copsideration of the respective undertakings 
of the parties hereto and One Dollar ($1.00) and other valuable consideration 
in hand paid by the Company, receipt of which is hereby acknowledged, it 
is agreed by and between the parties hereto as follows: 


REINSURANCE AND ASSUMPTION OF POLICIES 

2. The Company does hereby reinsure and assume as of November 15, 1933 
(subject to the lien, terms, conditions and provisions and only to the extent 
herein specifically provided) the liability of the Peoria Life under all policies 
and contracts of insurance, including double indemnity benefits, accidental 
death or dismemberment benefits, waiver of premium disability benefits, and 
also all supplemental contracts, (whether designated as such, or as trust 
agreements or otherwise) annuity contracts, and all reinsurance contracts, 





issued or assumed by the Peoria Life and outstanding and in force on the 
books and records of the Peoria Life on November 15, 1933, subject, however, 
to any and all defenses against claims and actions upon said policies or 
contracts which would have been available to said Peoria Life had this 
Agreement not been made. The determination by the Company as to the 
validity of any policy claim and the payment thereof shall be bindng upon 
all persons reinsured hereunder. 


REINSTATEMENT OF LAPSED POLICIES 

8. The Company will reinstate any policies heretofore issued, assumed or 
reinsured by the Peoria Life which on November 15, 1933 were lapsed, or 
shall lapse on or after the effective date of this Agreement, and by their 
terms are entitled to reinstatement, provided that all requirements mecessary 
to procure a reinstatement of said polices under their terms are fulfilled to 
the satisfaction of the Company. The Company will also reinstate, during 
the lifetime of the policyholder, without evidence of insurability, any policy 
which has lapsed since November 15, 1933, and before the effective date of 
this Agreement, upon written application therefor by the policyholder and 
the payment of all premiums in arrears, if such application is made 
and premiums are paid within thirty days after written notice of this Agree- 
ment shall have been mailed to the policyholder. Upon the reinstatement 
of any lapsed policy it shall, for all purposes, be treated the same as if 
it had been in force on November 15, 1933, and be subject to all the terms 
and conditions of this Agreement. 

Premiums paid in connection with such reinstatements, however, shall be 
treated as uncollected premiums as of November 15, 1933 in connection with 
the calculation of the lien hereinafter provided for and such premiums shall 
be considered as premiums paid after November 15, 1933 in the application 
of the moratorium provided for by Article 23 hereof. 


PAYMENT OF DEATH CLAIMS OCCURRING ON OR PRIOR TO 
NOVEMBER 15, 1938 

4. The Company shall pay within one hundred and twenty (120) days 
after the effective date of this Agreement every valid death claim, including 
claims for additional accidental death benefits, and claims arising under 
policies of paid-up or extended insurance, for deaths occurring on or prior 
to November 15, 1933 less all amounts which, according to the terms of 
the policy, are to be deducted from any settlement to be made thereunder. 

5. The company assumes in full the liability under all supplemental con- 
tracts (whether designated as such, or as trust agreements, or otherwise) 
in force on November 15, 1933 arising from death claims. Payments under 
such contracts shall be made in accordance with the provisions of such 
contracts except as follows: 

(1) The company shall not be required to make any payments there- 
under until 120 days after the effective date of this agreement: 

(2) In the case of such supplemental contracts pursuant to which funds 
were left and presently are on deposit with the Peoria Life at interest, 
interest will be paid or credited after November 15, 1933 at the rate 
of 3% %. 

(3) In the case of such supplemental contracts pursuant to which funds 
were left and presently are on deposit with the Peoria Life withdrawable 
wholly or in part upon demand, such funds at the option of the com- 
pany instead of being paid on demand may be paid in equal monthly in- 
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stallments over a period of thirty months from the effective date of this 
agreement, during which period no interest will be credited or paid on 
the amount requested to be withdrawn or any balance thereof. 

(4) The holders of supplemental contracts shall not have the right to 
change the method of payment under such contracts so long as the 
moratorium supplying to cash values hereinafter provided for is in effect, 
and the right thereafter to change the method of payment shall be per- 
mitted only if allowed by the terms of said contracts. 


PAYMENT OF DEATH CLAIMS OCCURRING AFTER 
NOVEMBER 15, 1933 


. Subject to the provisions of this Agreement, the Company will waive 
the policy lien hereinafter provided for in Article 7 and will not deduct 
the principal of such lien, or the accrued interest thereon, from any claim 
for death occurring on or prior to December 31, 1943, under any premium 
paying policy, or policy which is fully paid in accordance with its terms, 
in force at date of death. From any claim for death occurring after De- 
cember 31, 1943, the Company shall deduct the principal of the lien, to- 
gether with any accrued interest. 


> 


LIEN 


7. Since the assets of the Peoria Life at their present valuation are in- 
sufficient to meet the liabilities of the Peoria Life, including its reserves, 
it is necessary to place a lien against each policy or annuity contract 
reinsured hereunder. There is hereby imposed on each policy (except as other- 
wise provided in Article 15 hereof) as of November 15, 1933, in addition to 
any existing policy indebtedness on such policy. an obligation similar to a 
policy loan which is designated herein as a lien; provided, however, such 
lien shall not apply to any policy issued or assumed by the Peoria Life 
on the yearly renewable term plan, inasmuch as no substantial or accumu- 
lative reserve is carried against any such policy. Such lien shall attach to 
the “‘net equity’’, as defined herein, of all policies of the Peoria Life, except 
as otherwise provided in Article 15 hereof. Inasmuch as it is impracticable 
to apply the lien directly to the policy obligations of such classes of policies 
as are mentioned and described in Article 15, the liability with respect to 
such policies is modified as therein provided. The method of application of 
the lien to annuity contracts is provided in Article 14 hereof. 


NET EQUITY 

8. The ‘“‘net equity’’ of any policy is hereby defined as the mean reserve 
under such policy (according to the basis of valuation required by the 
particular policy) including coupon and dividend paid-up additions to the 
credit of the policy, but excluding the reserve for disability, double indem- 
nity and other special features, if any, contained in the policy, and less 
the amount of any policy indebtedness (adjusted for accrued or unearned 
interest) and less net deferred and gross uncollected premiums, if any, 
all of which figures are to be taken as of November 15, 1933. Premiums 
paid to the Peoria Life prior to November 15, 1933 but not due until after 
said date, shall not be subject to the lien. Such premiums shall not be 
withdrawable by the policyholder so long as the moratorium is in effect 
but in the event of death of the policyholder during the period of mora- 
torlum the then remaining premiums paid in advaice shall be paid in addi- 
tion to the amount otherwise payable under the policy. 

If no basis of valuation is specified in a particular policy, then the basis 
of valuation shall be such as is required by the laws of the State of 
Illinois for such policy. The treatment of the reserve for any special feature 
contained in any particular policy shall be at the discretion of the Com- 
pany subject to the approval of the Director of Insurance of Illinois. 


INITIAL LIEN 


9. As of November 15, 1933, and until further adjustment, the lien upon 
each policy to which a lien is to be applied according to the terms of 
this Agreement, is tentatively affixed at fifty per cent (50%) of the net 
equity of such policy, as above defined, (computed to the nearest dollar) 
and is based upon an approximate and provisional valuation of the assets 
and liabilities of the Peoria Life. The lien so computed and affixed is 
hereinafter referred to as the “initial lien.”’ 


INTEREST ON LIEN 


10. Until December 31, 1948, so long as any lien against any policy shall 
remain in effect, it shall bear interest computed from November 15, 1933 
compounded at the rate of 4%% per annum. All such interest shall be 
computed to the anniversary date of each policy next succeeding November 
15, 1933, and thereafter annually, and shall become due and payable on 
such dates, and if not so paid, shall be added to the principal of the 
lien. If, on December 31, 1948, the lien has not been discharged in full, 
the rate of interest thereafter chargeable on such lien shall be the same 
as used by the Department of Insurance of the State of Illinois in calcu- 
lating the reserves under the respective policies. 


DISCHARGE OF LIEN BY PAYMENT 


ll. The policy lien and accrued interest may be discharged at any time 
by payment to the Company of the entire amount thereof, and such policy 
thereafter shall be free of the lien and shall not be affected by any adjust- 
ment of the lien. 


TERMINATION OF POLICIES : 


12. The policy lien herein provided for shall constitute policy indebtedness 
and shall be subject to all of the terms of the policy applicable to a policy 
loan (except that interest therein shall not be charged in advance and the 
rate of interest to be charged thereon shall be as provided herein) and, subject 
to the provisions of this Agreement regarding the waiver of the principal of 
the lien and accrued interest thereon from claims for death occurring on or 
prior to December 31, 1943, the principal of any lien existing under this Agree- 
ment with accrued interest thereon, computed to the date as of which settle- 
ment shall be made, shall be deducted from any payment made by the Company 
pursuant to the terms of the policy or from the proceeds of any option or 
settlement thereunder or from the value in tne policy which would otherwise 
be available to purchase extended or paid-up insurance, except as otherwise 
provided herein. 

When the amount of any policy loan and lien indebtedness, together with 
accumulated interest, shall equal or exceed the cash surrender value of the 


policy (or reserve value if no cash surrender value is specified), then such 
policy shall cease and determine, but not until thirty (30) days’ notice 
shall have been mailed to the policyholder and assignee, if any, at their last 
known addresses according to the records of the Peoria Life (or the records 
of the Company), and the policy may be continued in force by payment 
within said thirty (30) days of all premiums, if any, and accumulated 
interest on any policy loan and lien indebtedness. 


MATURED AND MATURING ENDOWMENTS 


13. The Company will pay 50% of all sums due (after the deduction of 
policy indebtedness) on November 15, 1933, or thereafter becoming due, 
upon any endowment policy which matured in accordance with its terms, on 
or prior to November 15, 1933, and which was in force according to its terms 
at the date of its maturity. Supplemental contracts arising from endowments 
which matured on or prior to November 15, 1933 are hereby reduced 50% 
of the amounts provided for by said contracts. Such matured endowment 
policies and supplemental contracts shall not be subject to tien. 


The Company will deduct the principal of the existing lien together with 
accrued interest thereon from any settlement made under any endowment 
policy which may mature after November 15, 1933 in accordance with its 
terms. If by the terms of such maturing endowment the proceeds thereof 
are payable in periodic installments, the amount of the installments payable 
by the Company will be such as would be purchased by the maturity value 
of such endowment less the principal of the existing lien together with 
accrued interest thereon and any other policy indebtedness and accrued in- 
terest thereon. 


There shall be issued to the holder of each matured endowment policy or 
each supplement contract arising from a matured endowment policy which 
was matured prior to November 15, 1933 and which has been paid in a 
reduced amount, and to the holder of each maturing endowment policy which 
may mature after November 15, 1933 but on or prior to December 31, 1943, 
on which the lien and accrued interest thereon shall have been deducted in 
settlement, a certificate of participation entitling the holder thereof to pay- 
ments at such times, if any, as the policy liens herein provided for shall be 
reduced and in such amounts as would have been applied to the reduction 
of the lien on the policy or contract had such policy or contract been sub- 
ject to the lien and had not matured prior to such reduction in lien but 
in no event shall the total payments under such certificate exceed the amount 
annuity contract as defined below in Paragraph (a) of this Article 14 
The Company shall not be required to make any payment under endowment 
policies or under supplemental contracts arising from matured or maturing 
endowment policies, outstanding and in force on November 15, 1933 until 
one hundred twenty (129) days after the effective date of this agreement. 
The holders of such supplemental contracts shall not have the right to 
change the method of payment under such contracts as long as the mora- 
torium applying to cash values hereinafter provided for is in effect, and 
thereafter such right shall be allowed only if permitted by the terms of 
such contract. 

The terms ‘“‘matured endowments’’ and ‘‘endowments which mature’ are 


Continued on next page 




















All policies issued by good 
companies are good. 





THE DIFFERENCE TO THE AGENT 
is that one of them has a more aggressive 
Agency Spirit, and a real desire to do more 


than just exist. 











THE SHENANDOAH LIFE INSUR- | 
ANCE COMPANY is a sound life insur- 
ance company, with an Agency Spirit, and 
an earnest desire to help YOU make good. 


CHAS. E. WARD 
Vice-Pres. in Charge of Agencies 





Shenandoah Life Insurance Co. 


E. Lee TRINKLE, President 
ROANOKE, VIRGINIA 
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used in this Article 13 to designate endowment policies which have matured (exe 
or which will mature by lapse of time and not by death. Death claims under redu 


endowment policies shall be governed by the waiver of lien provisions of 


Policies for Children | ““'™ satan , = 


_ 4. As provided in Article 7 the lien shall apply to each annuity contract “ 
- - in force on November 15, 1933, and assumed under the terms of this agree- t 
The Open Sesame to the ment. Such lien is initially fixed at 50% of the net equity of each such _ 
—— pg as defined below in Paragraph (a) of this Article 14 smo 

compute Oo the nearest dollar). Such lien shall constitute contract i 
homes of the best prospects debtedness and shall be subject to the rate of interest provided in asticls —_ 
10 and to all other lien terms and conditions elsewhere provided in this 


Agents offering the new Security Mutual agreement, except the provisions of Article 6 regarding Waiver of Liens ~ 
, . J pA . and except as otherwise herein specifically provided. The following provisions fr 
Juvenile 20 Year Endowment and 20 Pay shall apply ho ay annuity contract in force on November 15, 1933 and oli 

_ saieachleilll ; assumed under the terms of this agreement: - 
Endowment at 64 are uncovering not only (a) The net equity of each annuity contract is hereby defined as the ven 
immediate sales on children, but adult full reserve thereunder, as such reserve was or under the laws of the State aoa 

. ’ of Illinois should have been established and carried by Peoria Life on -~ 
clients as well. November 15, 1933, less any then indebtedness under such contract: not 
” —— ee a shall be for the amount, and shall be made - rn 

ie ‘ on the dates, provided by the terms of the annuity contract for such pay- 
Cash and Loan Values and Dividends make ment and shall continue until such time as the lien and any other indebt. a 
Securitv Mutual Juveniles of unusual in- edness with accumulated interest thereon shall equal the then reserve under tie 

, 4 . : the annuity contract, whereupon further annuity payments shall cease and _ 

terest to insurance minded people and the determine — with respect to any payments thereafter made under the et 
; as : : YY provisions of the Participation Certificate referred to in paragraph (4d) . 
Payor Benefit clause is especially appealing. next succeeding. The Company shall not be required to make any payments ~~ 
, under any annuity contract, outstanding and in force on November 15. 0 

Ask anv General Agent or write 1933, until one hundred and twenty (120) days after the effective date of 4 

ee this Agreement; = 

for literature and rates. (c) The refund benefit under any refund annuity contract which ise pay- a 

able in one sum at death of the annuitant shall be reduced by the lien , if 


and accrued interest thereon at date of death: the refund benefit under 


e : — - I 
. any refund annuity contract which is payable in installments shall be for aa 

t q r the full amount of each installment but for such shortened term as the aan 
refund reserve under the contract at date of death, less the then lien and . 


accrued interest thereon, will provide, in accordance with the terms of 


such contract: ~ 
. . . ic 
[ anv (d) Upon the termination of annuity payments as provided in para- rit 


graphs (b) or (c) preceding. or upon deduction of the lien from lump cla 
sum refunds as provided in paragraph (c) preceding. the Company shall 
BINGHAMTON NLY. issue a Participation Certificate to the annuitant, if living, otherwise to the 15. 

° *ee beneficiary, if any, entitling the holder thereof to payments, at such times, 
if any. as the lien herein referred to shall be reduced, in such amounts as 
would have been applied to the reduction of the lien on the annuity had 
it not terminated prior to such reduction in lien, but in no event shall 
the total payments under such certificate exceed the amount of the lien 
and accrued interest thereon at the time annuity payments were discon- 
tinued. .or the amount by which payments under said contract have been 
reduced by virtue of any of the terms of this Agreement: 

(e) No cash surrender value shall be paid and no loans shall be made 
on any annuity contract reinsured and assumed, so long as the moratorium 

applying to cash or loan values is in effect, as elsewhere herein provided. oe 
ST x MILLIONS and thereafter such values shall be allowed only if provided by the terms hil 
of the contract: 

(f) Where reference is herein made to annuities, such term is not in- 
tended to include death claims payable in installments or any supplemental 
(GAINED contract issued in connection therewith or any other form of installment = 

or supplemental contract payment, for which provision is elsewhere 


specifically made in this Agreement. ‘, 


T ORLIGATIONS NOT SUBJECT TO LIEN of t 
rece 
FIRS HALF OF YEAR 15. The liability assumed by the Company in respect to the following obli- (20 


gations is fixed and determined as provided in this Article. Such obligations 
shall not be subject to the lien nor shall they be affected by any subsequent 1s 
- increase or reduction in the lien except as may be otherwise provided herein. iw 
in (a) The lien shall not apply to that provision of any policy pertaining he 
to the payment of additional indemnity in the event of accidental death of 
or dismemberment, and any valid claim under such provision arising out te 
Life Insurance of any occurrence prior to, on, or after November 15, 1933, shall be paid sh 
by the Company in full in accordance with the terms of such additional m 
accidental indemnity provision. of 
(b) Policies which in accordance with their terms were or should have bn 
been carried in force by the Peoria Life as extended insurance (including D 
Paid-for Business 82% Ahead of Cor- pure endowment values, if any) as of November 15, 1933 and policies which 
were in their grace period on November 15, 1933 and subsequently lapsed a 

L 


. . S 0 ai oO ay oremi rio o No be 5. 933, 
responding Period Last Year—Every becanse of failure to pay the premium due prior t vember 1 1 


and which in accordance with their terms, should be carried in force as t} 
extended insurance. shall be continued by the company as extended insur- a} 

Month Showed an Increase Over 1933 ance for the period of time provided for in such poliices, but only for t? 
amounts equal to 50% of the amounts (including pure endowment values, n 
if any’ provided for by such policies and shall not be subject to the lien. 
(c) Policies which in accordance with their terms were or should have tl 


The been carried by the Peoria Life as reduced or fractional paid-up life or A 
endowment insurance as of November 15, 1933 and policies which were in 
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their grace period on November 15, 1933, and subsequently lapsed because one 
P R O V Ip 3) N T of failure to pay the premium due prior to November 15, 1933 and which me" 
in accordance with their terms should be carried in force as fractional SAL 
paid-up insurance shall be continued by the company as paid-up insurance twe 
LIFE AND ACCIDENT INSURANCE but for an amount equal to 50% of the amount of the reduced or frac- sha 
tional paid-up insurance provided for by such policies and shall not be of 
subject to the lien, but shall be subject to the moratorium provided for 
COMPANY in Article 23. 
(a) Payments on substituted contracts issued in lien of surrender values 
OF applied for during the period of the moratorium in effect prior to Novem- 
ber 15. 1933 which were in force on November 15, 1933 are hereby reduced 1 
by 50% of the amounts provided for by said contracts. Such payments as 31, 
CHATTANOOGA, TENN. so reduced shall have no interest allowed after November 15, 1933 and for 
may. at the option of the Company be paid in cash by the Company in an 
equal monthly inst*lIments over a period of thirty (30) months from the exe 
effective date of this Agreement. Such contracts as so reduced shall not ten 
be subject to lien. 
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(e) Payments on supplemental contracts issued in lieu of surrender 
values on policy or annuity contracts and in force on November 15, 1933 
(except substituted contracts as defined in paragraph ‘‘d’’ above) are hereby 
reduced by 50% of the amounts provided for by such contracts. No interest 
shall be e”*owed on such contracts after November 15, 1933, and any amounts 
withdrawable under such contracts may at the option of the company, be 
paid in cash by the company in equal monthly installments over a period 
of thirty months from the effective date of this agreement. Such contracts 
as so reduced shall not be subject to the lien. The company, shall however, 
issue to the holder of each such supplemental contract, a _ certificate of 
participation, entitling the holder thereof to payments at such times, if 
any, as the policy lien herein provided for shall be reduced and in such 
amounts as would have been applied to the reduction of the lien on such 
eontract had such contract been subject to the lien, but in no event shall 
the total payments under any such certificate, exceed the amount by which 
the liability under such contract has been reduced as of November 15, 1933. 

(f) The company agrees to continue in full force and effect and free 
from the lien, the waiver of premium disability benefits contained in any 
policy or contract of reinsurance herein reinsured or assumed by it, and 
valid claims under such provisions arising out of any occurrences prior to, 
on or after November 15, 1933 shall be allowed in full in accordance with the 
provisions of such policy. 

Total and permanent disability benefit provisions of all policies issued 
or assumed by Peoria Life are hereby modified as follows: 

(1) Monthly or other income disability benefity but not the waiver of 
premium benefits in connection therewith) are disvontinued as to disability 
arising subsequent to November 15, 1933 and any premium becoming due 
after said date for the disability provision shall be and is hereby reduced 
to the premium which the Peoria Life would have charged at the original 
issue age for the waiver of premium benefit only, as if issued on November 
15. 1933. The company agrees to credit or to pay upon demand to the 
holder of each policy reinsured hereunder which contains a provision for 
the payment of monthly or other income disability benefits, the amount of 
reduction in premium above provided for where the full amount of the 
premium to be paid under the terms of the policy shall have been paid 
after November 15, 1933 to the Receiver or an Ancillary Receiver of the Peoria 
Life and such premium shall have been paid to the company, or where the 
full amount of the premium to be paid under the terms of the policy was 
paid to the Peoria Life prior to November 15, 1923 but not due until after 
said date. Notwithstanding the above provisions, however, the company may, 
at its discretion and with the approval of the Director of Insurance, continue 
the monthly or other income disability benefits in any policy or contract 
hereby reinsured whenever it appears that the continuance of such benefits 
will be to the advantage and benefit of the Peoria Life policyholders as a 
class. 

2) Valid claims for disability benefits arising on or prior to November 
15, 1933 under the provisions of any policy issued or assumed by the Peoria 
Life and in force on November 15, 1933 providing for the payment of a 
monthly or other periodic income to the insured in the event of disability, 
shall be and are hereby reduced fifty per cent (50%) of the amount pro- 
vided for by said policy provisions and as so reduced shall be paid by the 
Company in accordance with the provisions of such policies and shall not 
be subject to the lien. There shall be issued to the holder of each such 
policy a participation certificate for the amount by which the liability 
under such contracts is hereby reduced, entitling such policyholder, during 
his lifetime only. to credits at such times, if any, as the policy liens herein 
provided shall be reduced, in such amounts as would have been credited 
to the reduction of a lien equivalent in amount to the reduction in lia- 
bility herein provided, but in no event shall the total amount credited on 
such certificate exceed the reduction in liability herein provided. Such 
credits under such certificates shall, at the time of application, be used 
s a single premium, to purchase additional amounts of income payments 
t then attained age of the policyholder according to the terms of the 
benefit. 

No claim shall be recognized under subparagraph (2) of subdivision (f) 
of this Article 15 unless completed proof of such claim has been or shall be 
received by the Receiver, the Peoria Life or the Company not later than thirty 
(20) days after copy of this Agreement shall be mailed to the policyholder. 

(e) Deferred dividend funds set apart or apportioned, provisionally 
iscertained. calenlated. declared or held awaiting apportionment by the 
Peoria Life upon deferred dividend policies, as of November 1 1933, are 
hereby reduced fifty per cent (50%). All such reduced funds existing as 
of November 15, 1933 shall be held and be payable in accordance with the 
terms of the respective policies to which they apply. but in no event 
shall such funds be paid to any policyholder (except where provision is 
made in the policy for payment in event of death) until the expiration 
of the moratorium or any extension thereof provided for in Article 23, 
but dividends becoming payable during such period may be used to pay 
premiums or reduce policy loans on policies on the same life 

(h) Any other funds of every character or description, including divi- 
dends left with the Company to accumulate at interest, held by the Peoria 
Life for the benefit of policyholders. and not elsewhere provided for in 
this Agreement. are hereby reduced fifty per cent (59%). and as so reduced 
shall not be subject to the lien. Such reduced funds although subject to 
the aforementioned moratorium may be used by the Company to pay pre- 
miums or reduce policy loans on policies on the same life. 

(i) The Company assumes no liability for annual dividends declared by 
the Peoria Life prior to November 15, 1933 but not yet due on such date. 
All payments, to the extent that the Company has agreed to pay by any 

of the above subdivisions of this Article 15, which become payable within 
one hundred and twenty (120) days after the effective date of this Agree- 
ment. by the terms of any policy or supplemental contract mentioned in 
said subdivisions, shall be paid by the Company within said one hundred and 
twenty (120) days. and all such payments which become payable thereafter 
shall be paid in the amounts herein provided. in accordance with the terms 
of the respective policies except as modified by the terms of this Agreement. 


> | 


CANCELLATION OR REDUCTION OF LIEN BY PAYMENT 
FOR BUSINESS 


16. If at the end of any calendar year prior to and including December 
31, 1948, the total lien and accrued interest thereon on all policies then in 
force shall have decreased to such an extent that it is equal to or less than 
an amount equivalent to $5.00 per $1.000.00 of the insurance then in force, 
excluding therefrom term insurance, reinsurance. fractional paid-up and ex- 
tended insurance, and annuities, the Company shall contribute from its own 
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funds to the Peoria Life Fund an amount sufficient to discharge the lien 
and accrued interest thereon. If the total lien and accrued interest thereon 
on all policies in force on December 31, 1944, shall have decreased to such 
an extent that it is equal to or less than an amount equivalent to $4.00 per 
$1,000.00 of the above defined insurance then in force, or, if said total lien 
or accrued interest thereon on all policies in force on the 3lst day of De- 
cember of the years 1945, 1946, 1947, or 1948, shall have decreased to such 
an extent that it is equal to or less than an amount equivalent to $3.00 
per $1,000.00 of the insurance then in force (as above defined) on the said 
3lst day of December in any of the said years, the Company, upon the 
happening of any one of the said events, shall contribute from its own funds 
to the Peoria Life Fund an amount sufficient to discharge the lien and accrued 
interest thereon. After discharge no lien shall at any time thereafter be 
imposed. In determining the time at which any of these provisions shall 
become effective, the contingency reserve shall be deemed to be available 
for the reduction of the lien and the unpaid balance under participation cer- 
tificates issued in connection with matured endowments, annuities, supple- 
mental contracts, and income disability claims shall be considered as part 
of the lien. 

If. on December 31, 1948, the total lien is not discharged the Company 
shall contribute to the Peoria Life Fund the sum of $3.00 per $1,000.00 of 
the imsurance then in force (as above defined) and, upon the crediting of 
such contribution to the lien and after final adjustment of the lien, the lien 
as then established, if any, shall be fixed and permanent, and shall not 
thereafter be subject to any further change except for interest thereon at 
the reduced rate applying after said date, as provided by Article 10 of this 
Agreement. 

In no event, however, are the foregoing amounts to be payable in an 
amount in excess of three-fifths of the surplus of the Company at the time 
such payments become due and payable; provided, however. that if the full 
amount thereof be not paid due to the foregoing limitation, the remainder 
with interest at five’ percent per annum compounded shall be paid out of 
subsequent available surplus earnings until the entire amount with interest 
shall have been paid. 


ADJUSTMENT OF LIEN 


17. The initial lien shall be subject to decrease or increase as may be 
required from time to time upon revaluation of the assets and upon the 
application of profits and losses arising out of the business of the Peoria 
Life. Not later than May Ist of each year, but as of December 31st of the 
preceding year, the Company shall prepare an annual statement (more fully 
described in Article 35 hereof) showing income, disbursements, assets and 
liabilities of the Peoria Life Fund hereinafter referred to. in accordance with 
the form, if any, required by the Insurance Department of Illinois. 


The approval of any such annual report by the Director of Insurance of 
the State of Illinois shall be final and binding upon all persons interested 
or concerned and all holders of policies or contracts reinsured hereunder. 


Continued on next page 
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LIFE AND CASUALTY COMPAN Y—Continued. 


In preparing such statements, the following requirements (in addition to 
those set forth in Article 35 hereof) shall be followed: 

(a) Assets of the Peoria Life Fund (hereinafter provided for) shall be 
valued at their fair market value as agreed upon by the Company and the 
person designated to perform the duties as provided in Article 33. In 
the event the Company and such person do not agree as to the fair market 
value of any of the assets in said Fund, such fair market value shall be 
determined by the then Senior Judge of the Circuit Court of Peoria County 
acting as an arbitrator and not in his judicial capacity. Such determina- 
tion shall be made after a full hearing, and after reasonable notice thereof 
has been given to each party, at which hearing either party may introduce 
evidence bearing upon the market value of such assets. The decision of 
such Senior Judge of said Court shall be final and conclusive and no appeal 
or review shall be had in connection therewith. All costs and expenses 
paid or incurred by the Company in connection with any such hearing or 
in the preparation therefor shall be charged as an item of expense against 
said Peoria Life Fund. 

(b) Liability for obligations not subject to the lien shall be computed 
on the basis of the benefits provided for by Article 15 of this Agreement; 
and the lien affixed to all obligations subject to lien under the terms of 
this Agreement, shall be deducted from the liability for the obligation so 
subject to lien. 

18. The Company shall not be required to make an adjustment of lien 
until the filing and acceptance, hereinafter provided for, of the statement 
of December 31, 1934. The annual statement as of December 31, 1934, shall 
be prepared on the basis of the initial lien percentage. All subsequent state- 
ments shall be prepared upon the basis of the amount of liens in force as 
of the date of such statement. 

19. The surplus (or deficit) shown by such statement as of December 31, 
1934, or by any subsequent annual statement, after providing for the con- 
tingency reserve described in Article 20 shall constitute the basis for the 
reduction (or increase) of the lien as of the day following the date as of 
which such statement was made. Each individual lien shall be reduced (or 
increased) by the ratio which the total surplus (or deficit) bears to the 
total liens in force on that date, plus, in case of reduction of liens, the 
unpaid balance under participation certificates under which payments are 
to be made by the terms of this Agreement in case of reduction in liens. 
Such ratio may be taken to the nearest one per cent (1%). The Company 
shall be required to decrease the lien only if, after providing for the con- 
tingency reserve hereafter mentioned, the remaining surplus shown by such 
statement shall equal or exceed ten per cent (10%) of the then total liens. 
The Company shall not be permitted to increase the lien without first ex- 
hausting all of such contingency reserve, if any, but the Company shall be 
required to increase the lien only if the deficit shown by such statement shall 
equal or exceed ten per cent (10%) of the amount of the total liens orig- 
inally imposed under this Agreement. 

20. Before decreasing the lien in accordance with the results shown by 
the statement for any preceding year, the Company shall be permitted to 
accumulate and maintain from (1) any initial surplus as of the effective 
date of this Agreement and (2) any net earnings or profits of the Peoria 
Life Fund, a contingency reserve amounting to not to exceed ten per cent 
(10%) of the excess of the then gross reserve liability over the then 





aggregate lien and other policy indebtedness; provided, however, that not 
more than twenty-five per cent (25%) of the surplus accruing in any one 
year shall be so appropriated. Such Contingency Reserve is permitted so as 
to tend to prevent an increase in the lien due to abnormal fluctuation of 
yearly earnings. 

21. The Company may at any time, other than the end of any calendar 
year during the period of this Agreement, subject to the approval of the 
Director of Insurance of Illinois, adjust the lien in accordance with the 
provisions of Article 19 on the basis of a statement of assets and liabilities 
prepared in accordance with the requirements of Articles 17 and 535. 

No increase, reduction or extinguishment of any lien shall have any re- 
troactive effect or apply to any payments previously made, except as ex- 
pressly provided in Article 19 or some other provision of this Agreement. 


FINAL DISCHARGE OR DETERMINATION OF LIEN 


22. The Company shall have no share in the earnings of the business rein- 
sured or the enhancement of property values or earnings of the assets herein 
transferred until after December 31, 1948, unless prior thereto the policy 
liens shall be fully discharged as provided in this Agreement. If any annual 
statement made in accordance with the requirements of Articles 17 and 35 
shows a surplus, which with the contingency reserve accumulated under Article 
20, and amounts provided in Article 16, shall be sufficient to discharge in 
full the policy liens and all unpaid amounts required to be paid or applied 
by the Company under this Agreement in case of the reduction of liens, the 
liens shall be deemed to be finally discharged as of the date of such state- 
ment, and no subsequent annual statement for adjustment of the liens shall 
be made. If the policy liens shall not have been discharged in their entirety 
prior to December 31, 1948, the liens then outstanding, after crediting the 
amounts provided in Article 16, shall be regarded as permanent policy liens 
and shall not thereafter be subject to any further change except for the in- 
terest thereon. The contingency reserve accumulated as provided in Article 
20 shall be utilized to reduce the policy liens when the amounts of the 
permanent policy liens are to be determined. Upon the date of the dis- 
charge of the policy liens in their entirety or upon January 1, 1949, which- 
ever date shall sooner occur, the business herein reinsured and assumed 
shall be merged with the business of the Company and the assets then in the 
Peoria Life Fund shall be and become a part of the general assets of the 
Company. ) 


MORATORIUM 


23. The reinsurance and assumption of obligations herein provided for are 
further subject to the condition that the Company shall not be required prior 
to five (5) years from the effective date of this Agreement to make policy 
loans (except for the purpose of paying premiums on the same policy or on 
additional policies issued on the same life) or to pay cash surrender values. 
This provision, however, shall not apply to any increase in values that are 
accumulated from cash premium payments or cash policy loan repayments 
which are received subsequent to November 15, 1933. The moratorium herein 
provided may be extended either as to the whole or such fractional part of 
each such policy loan or surrender value as the Company may determine, for 
such further period as may be deemed necessary by the Company, provided 
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the Director of Insurance of the State of Illinois consents thereto. During 
such period as the moratorium is in effect the cash surrender option of all 
policies of the Peoria Life will be considered as non-existing except as pro- 
vided above, and all policyholders who do not pay their premiums and who 
are entitled to a guaranteed value will be restricted to the extended insur- 


ance or paid-up value (properly adjusted to the lien and any other policy 
indebtedness and interest thereon) under the policy, whichever the policy- 
holder may elect, or, in the absence of any such election, to the automatic 


non-forfeiture value (properly adjusted for the lien and any other policy 
indebtedness and accrued interest thereon) under the policy. It is further 
provided that at the discretion of the Company the cash or loan value under 
any policy, (properly adjusted for the lien and accrued interest thereon and 
any other policy indebtedness) may be allowed whenever it appears in the 
sole judgment of the Company that the granting of such value shall be to 
the advantage and benefit of the Peoria Life policyholders as a class. Any 
amount available for policy loans and cash surrender values will, in any 
ease, be subject to any regulation of the Insurance Department, or any law, 
of the State of Illinois or of the state where the insured resides, provided 
the Company is licensed in such state. 

°4. All applications for loans or cash surrender values on policies reinsured 
hereunder made prior to the effective date of this Agreement except sub- 
stituted contracts issued in lieu of surrender values, shall be treated with 
respect to lien and payment in the same manner as is provided herein fon 
applications subsequently made. 


POLICIES LAPSING AFTER NOVEMBER 15, 1933 


°5. The holder of any policy which shall lapse after November 15, 1933, 
and prior to the expiration of the moratorium provided in Article 23 hereof 
(except policies which were in their grace period on November 15, 1933 
and subsequently lapse) and shall not have been reinstated, shall be re- 
stricted to the option of taking fractional paid-up insurance or extended 
insurance for an amount and term. which, at the time such policy lapsed, 
the surrender value of such policy less (a) any indebtedness and accrued 
interest thereon and (b) the then policy lien and accrued interest, will 
purchase, and shall thereafter not be subject to lien or be affected by any 
change in lien. The provisions of the respective policies in regard to policy 
indebtedness shall govern in determining the adjustment of the term or the 
amount of extended insurance because of such lien. The holder of any policy 
which shall lapse after the expiration of the moratorium provided in Article 
23 shall in addition to the options provided above be entitled to elect to 
receive the cash value of such policy at the time such policy lapsed less (a) 
any indebtedness and accrued interest thereon and (b) the then policy lien 
and accrued interest. 

No policy lapsing after November 15, 1933 shall be subject to lien after 
the adjustment elected as of the date of lapse and no fractional paid-up 
insurance or extended insurance granted at the date of lapse shall be affected 
by any change in lien made subsequent to the date of lapse. 


PARTICIPATING POLICIES 


26. As of November 15, 1933 premiums on policies reinsured hereunder which 
are participating by their terms shall be reduced to the rate which would have 
been charged for a similar policy on the non-participating basis by the Peoria 
Life at the original date of issue, and such policies shall therafter be non- 
participating. In the event that no policy of similar form was issued by the 
Peoria Life at such date, the rate to be charged shall be computed in accordance 
with the formula being used by the Peoria Life in the calculation of its non- 
participating rates as of such date. but all such calculations shall be subject to 
the approval of the Director of Insurance. The company agrees to credit or 
pay upon demand to the holder of each participating policy reinsured here- 
under, the amount of the reduction in premium provided for, where the full 
amount of the premium to be paid under the terms of the policy shall have 
been paid after November 15, 1933 to the Receiver or an Ancillary Receiver of 
the Peoria Life, and such premium shall have been paid to the company, or 
where the full amount of the premium to be paid under the terms of the policy 
was paid to the Peoria Life prior to November 15, 1933 but not due until 
after such date. 


TRANSFER OF ASSETS 


27. As soon as this agreement shall become effective, the Receiver shall pro- 
ceed to make or cause to be made an appraisal of all of the Peoria Life 
assets except cash. Such appraisal shall be completed within forty-five days 
from the effective date hereof. Such appraisal shall be made on the basis 
of the fair cash market value of the Peoria Life assets and the result thereof 
shall be used as the basis of determining the amounts to be paid to general 
creditors and to dissenting policyholders who file claim in accordance with 
the procedure hereinafter provided for in Article 48. As soon as practicable 
after the expiration of the period for filing claims, hereinunder provided for 
in Article 48, the Receiver shall deliver to the Company all and singular the 
assets of the Peoria Life of every kind, nature, and description whatsoever, 
real, personal, or mixed, therever situated, (except only the stock of the Bank 
of Peoria held by said Peoria Life) after deducting therefrom sufficient cash to 
pay (a) the unpaid expenses of receivership and (b) the amounts directed or 
permitted by the Court or estimated by the Receiver to be required to be paid 
to preferred or secured creditors, dissenting policyholders and other creditors 
and claimants. If the sum of (a) and (b) above shall exceed the cash held 
by the Receiver, except cash representing premiums paid to the Receiver since 
November 15, 1933, the company may at its option (1) purchase from the 
Receiver selected assets at agreed upon values sufficient to make up such excess, 
or (2) apply to the Court for a severance of assets as between the liabilities 
of the Peoria Life reinsured and assumed hereunder, and under all its other 
liabilities. In the event severance is made, the Receiver shall retain sufficient 
assets to pay the amounts specified under (a) and (b) above. In the event the 
Receiver shall make payment or delivery to the company hereunder of less than 
the company shall be entitled to receive under the provisions of this agree- 
ment, the deficiency shall be made good by the Receiver, and if the Receiver 
shall make payment or delivery to the company of more than it is entitled to 
receive hereunder, the excess shall be returned by the company to the Receiver 
upon demand. The Receiver shall not be required to make manual delivery of 
any property on deposit with the Insurance Department or any officer of any 
state. but shall assign to the company his right, title, and interest in such 
property subject to the terms on which the same was deposited. The Re- 
ceiver shall not be required to make manual delivery of any cash or securities 
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pledged with the Reconstruction Finance Corporation to secure the payment 
of any loan or loans made by it to the Peoria Life, but shall only be required 
to assign his interest therein subject to such pledge. 

28. As soon as this agreement shall become effective, the Receiver shall trans- 
fer and deliver to the company the full amount of all premiums paid to the 
Receiver less any amounts paid by the Receiver as premiums upon any reinsur- 
ance treaties or contracts and less an amount estimated by the Receiver to be 
required to paid to policyholders who shall request the return of any 
premiums paid to the Receiver in accordance with the provisions of Article 48. 
If the Receiver shall retain an amount which proves to be more than sufficient 
for this purpose, any unused balance shall be paid by him to the company as 
soon as the claims of policyholders who have demanded a refund of premiums 
have been satisfied. If the Receiver shall retain an amount insufficient to 
satisfy the demands of policyholders requesting return of premiums, the com- 
pany shall return to the Receiver the deficiency as soon as the amount of such 
deficiency and demand therefor has been made on the company by the Receiver. 


29. The Receiver concurrently with the delivery of assets will (without hereby 
limiting or intending to limit the generality of the conveyance of assets pro- 
vided for in Article 27): (a) assign to the company all policy indebtedness 
upon any policy reinsured and all indebtedness against any liability of the 
Peoria Life assumed under the terms of this Agreement. (b) assign all right, 
title and interest of the Peoria Life and of the Receiver in and to all rein- 
surance agreements between the Peoria Life and other insurance companies, 
(c) assign and transfer to the Company any claim for advances or loans 
made by the Peoria Life to agents, (d) assign and transfer to the Company, 
except as otherwise provided in Article 45, all of the right, title and interest 
of the Peoria Life and the Receiver in and to all cash and securities then on 
deposit with the Insurance Department of any state wherein said Peoria Life 
was licensed to do business, and in and to all cash, securities and property 
then pledged as collateral to secure any loans made by the Peoria Life, and 
(e) immediately make available to the Company all applications, medical 
examination records, all records respecting policy loans and liens, all files, 
registers, cards, indexes, mailing lists, stationery supplies, all contracts, all 
policy forms, any and all other records, documents and papers pertaining to 
the business of the Peoria Life, all filing cabinets and office equipment used 
in connection therewith, and all other office furniture, equipment and appli- 
ances of every kind and nature used by the Peoria Life in the conduct of its 
business, and as soon as possible deliver the same to the Company. 


30. The Receiver will co-operate to the’ fullest extent in obtaining the con- 
veyance of assets of the Peoria Life to the Receiver or the Company from all 
Ancillary Receivers of said Peoria Life, but the Receiver assumes no respon- 
sibility therefor, or for any acts or omissions of any Ancillary Receiver. From 
time to time upon the reasonable request of the Company, after conveyance of 
assets hereunder, the Receiver shall execute and deliver such documents of 
further assurance as the Company may reasonably request, including all papers 
and documents which may be reasonably necessary for the Company to enforce 
and enjoy any right or property to which it is entitled pursuant to the terms 
of this Agreement, or to vest in the Company full and complete title thereto 
in so far as the Receiver or the Peoria Life may have had such right or title. 


(Continued on page 403) 
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LIFE AND CASUALTY COMPAN Y—Continued. 
PEORIA LIFE FUND 


31. All assets delivered and sums paid by the Receiver or any Ancillary 
Receiver of the Peoria Life to the Company, together with all accretions 
thereto, and all assets accuinulated from income on the business reinsured, 
and all other items provided in Article 35 to be credited thereto, shall con- 
stitute and be designated as the Peoria Life Fund. The credits to and charges 
against said Peoria Life Fund shall be made as provided in Article 35 hereof. 
Without express consent of the Court first had and obtained, no investment 
shall be transferred from the Peoria Life Fund to the Company and no invest- 
ment shall be transferred from the Company to the Peoria Life Fund. The 
Company will as soon as practicable in the operation of its business, segregate 
the cash belonging to the Peoria Life Fund from all cash belonging to the 
Company. The cash belonging to said Peoria Life Fund shall after such 
segregation be kept in a separate bank account from the other cash belonging 
to the Company. The Peoria Life Fund shall not be subject to any demands 
by other policyholders of the Company or by other creditors of the Company. 

As elsewhere in this Agreement provided, policies subject to lien and assumed 
shall become unlimitedly (except for any final lien which may be determined) 
the obligation of the Company on January 1, 1949. or at such prior date as 
the lien upon all of the policies shall be completely removed. On January 1, 
1949, or upon such earlier date as the lien upon all policies shall be completely 
removed, the Peoria Life Fund shall cease to exist and the assets therein shall 
become a part of the general assets of the Company, but the provisions of this 
Agreement therafter applicable shall continue. 

32. The Company shall have title to and the right to collect and realize 
upon, sell, exchange, dispose of, liquidate and convert the assets in said Peoria 
Life Fund and to otherwise deal in said assets and the proceeds thereof as the 
absolute owner thereof, except only as provided in Articles 31 and 33, and 
subject only to accounting for net proceeds thereof pursuant to the terms of 
this Agreement. Until the lien is entirely removed or until January 1, 1949, 
whichever shall first occur, the Company shall receive no profits or gains from 
the assets conveyed or from the business reinsured except as in this Agreement 
provided, but all such profits or gains shall be for the sole benefit of the 
Peoria Life Fund. In the management of the business reinsured and said 
Peoria Life Fund the Company shall have full and absolute discretion, except 
as aforesaid, and shall not be charged on account of any act or failure to act 
so long as the business is conducted in good faith and within its best judgment 
according to the interests of such business and the Company does not violate 
any provision of this Agreement. 


ADMINISTRATION OF ASSETS 


33. At any time after the approval of this agreement by the Director of 
Insurance as required by Article 57 hereof, said Director of Insurance may 
name a person to exercise the powers and to perform the duties hereinafter 
referred to in this Article 33. The person so designated shall act until 
December 31, 1939 or until such prior time as all assets transferred hereunder 
shall have been eompletely disposed of or until such prior time as the policy 
liens hereunder shall have been completely discharged, and he shall furnish 
sufficient bond and shall otherwise qualify as the Director of Insurance may 
direct under a written order which shall also provide for termination of 
appointment and appointment of a successor in case of necessity therefor. The 
person so designated shall receive such reasonable compensation as the 
Director of Insurance may award, which together with all reasonable expense 
incurred in the exercise of the duties herein required, including expense of 
reasonable assistance required to be rendered by the company, shall be paid 
by the company out of the Peoria Life Fund. The company shall not sell, 
exchange, or otherwise dispose of or alienate any assets (excepting cash assets, 
policy loans, premium notes, and extension agreements, and the assets 
covered by Article 29-e hereof) or divest itself of title thereto except on 
written authority from the person designated in accordance with the provisions 
of this Article 33, in such form as the Director of Insurance shall direct, but 
such authority shall be filed only with the company and in the disposition of 
any asset including real estate or any estate in lands or real property by 
deed, release, assignment, or otherwise, the company shall not be required to 
furnish nor any other party to procure proof of the power and authority of 
the company to execute and deliver such instrument, it being intended that 
no limitation shall be placed upon the title of the company as respects the 
right of the third party to any conveyance, contract, release, assignment, or 
other written instrument affecting said assets. In case of disagreement between 
the person so designated and the company as to the course of action to be 
pursued upon the disposition of any asset or the value to be assigned thereto, 
the Director of Insurance shall act as arbitrator and his determination shall 
be fixed and final and no appeal therefrom or review thereof shall be allowed 
to either party. The company shall grant the person so designated upon his 
reasonable request the right to examine and inspect any securities belonging 
to the Peoria Life Fund or any records of the company relating thereto. The 
person so designated shall have no duty or power with respect to any invest- 
ments of the Peoria Life Fund. but the company shall be required to keep 
invested for the benefit of the Peoria Life Fund all the money thereof except 
such reasonable sum as shall be required to properly operate the business 
reinsured or assumed and to meet the liabilities assumed by the company here- 
under. All investments made by the company for the Peoria Life Fund shall 
be in accordance with the statutory enactments governing investments by legal 
reserve life insurance companies organized under the laws of the state of 
Illinois, and all transactions to be made by the company hereunder shall be 
for the benefit of the Peoria Life Fund. The person designated in accordance 
with the provisions of this article may rely upon any report or appraisement 
deemed by him to have been prepared with reasonable care whether prepared 
by one employed by him or not, and shall be responsible only for his own 
willful acts and defaults. 

In addition to the foregoing requirements of this Article 33 in regard to the 
administration of assets. the company shall not sell, exchange. or otherwise 
dispose of or alienate any asset (except cash assets, policy loans, premium 
notes, or extension agreements, and the assets covered by Article 29-e hereof) 
which was carried on the books of the Peoria Life on November 15, 1933 
at a value in excess of $10,000 without the approval of the 


ADVANCES BY THE COMPANY 


34. If the Company at any time shall advance any sums of money to enable 
it to carry out any provision of this Agreement, the Company, with the consent 
of the person designated to perform the duties as provided in Article 33, if he 
is still in office. and if he is not, with the consent of the Director of Instir- 





ance, may segregate appropriate collateral therefor from the Fund as a pledge 
for such advance. The Company shall be reimbursed for such advances out 
of the Fund, with interest thereon at the rate of five per cent (5%) per 
annum from the date when each such amount was so advanced to the date when 
it shall be reimbursed. 


ANNUAL REPORT AND ACCOUNTING 


35. Until the complete discharge of the lien or December 31, 1948, whichever 
is the first to occur, the Company will keep accurate and complete records of 
said Peoria Life Fund and of all of the Company’s transactions relating to the 
business reinsured and assumed by this Agreement. The Peoria Life Fund 
account shall be credited with 

(a) all sums paid by the Receiver to the Company: 

(b) all assets to which title is conveyed by the Receiver or any Ancillary 
Receiver to the Company; 

(c) all income received from the business reinsured; 

(d) all income received from the assets transferred; 

(e) all capital gains from any disposition of the assets transferred; 

Said account will be charged with 

(a) all payments made in accordance with the provisions of any policy or 
contract reinsured, as modified by the terms of this Agreement. Such charges 
shall include the full amount paid in connection with death claims on which 
liens and interest are waived and all amounts paid in cash in connection with 
reduction in liens and payments under participation certificates; 

(b) reinsurance premiums applying to the business reinsured: 

(c) agent’s commissions and field conservation expense paid in accordance 
with the provisions of Article 37 hereof; 

(d) all taxes on the business reinsured; 

(e) the allowance for administrative expenses provided in Article 36; 

(f) all expenses incurred and disbursements made in connection with the 
administration, management, conservation, rehabilitation and liquidation of the 
assets in the Peoria Life Fund; 

(g) all capital losses sustained in connection with any assets in said Peoria 
Life Fund. 

The words ‘‘business reinsured’’ as used in this Article 35 shall include poli- 
cies of the Company exchanged for Peoria Life policies in accordance with 
the provisions of Article 39. 

Expenditures incurred solely with respect to any assets in the Peoria Life 
Fund shall be charged in their entirety to the Peoria Life Fund; expenditures 
incurred partly with respect to the Peoria Life Fund, and partly with respect 
to the other assets of the Company, shall be prorated and there shall be 
charged to the Peoria Life Fund the pro rata share of such expenditures de- 
termined by the proportion thereof which the total mean assets of the Peoria 
Life Fund bear to the total mean assets of the Company. 

Notwithstanding any other provision of this Agreement, if by operation of 
law or any judicial decision or decisions the Company shall be compelled or 
required to pay any other, greater, or additional amount than is contemplated 
or specifically provided by the terms of this Agreement, on account of any 
contract, obligation, conduct or transaction of said Peoria Life, payments so 
made shall be a charge against the Peoria Life Fund and shall be payable 
and paid from the accumulations, earnings and assets of the Peoria Life Fund. 

The Company shall prepare as of December 31, 1934. and as of December 
3lst of each year thereafter until and including December 3lst of the year in 
which liens are finally removed, but not in any event after December 31, 1948, 
in the form prescribed by the Director of Insurance of the State of Illinois, 
a statement of the receipts, disbursements, assets and liabilities of such 
business showing the net gains and losses, which statement will be filed with 
the Director of Insurance of the State of Illinois. Nothing contained in this 
Article shall be deemed to modify the provisions of Article 17 regarding the 
method of valuing assets. The approval of said statements by the Director 
shall be deemed to constitute acceptance of the accounting shown thereby and 
shall be final and binding upon all persons interested or concerned and upon 
all holders of policies reinsured hereunder. 


ALLOWANCE FOR ADMINISTRATION EXPENSES 


36 For administration expenses incurred in handling policies of the Peoria 
Life, the Company shall receive an annual expense allowance of $2.00 per 
thousand on all policies of insurance, except extended insurance, group insur- 
ance, and reinsurance accepted by the Peoria Life on the yearly renewable 
term plan, and $1.00 per thousand on all policies of extended insurance, group 
insurance and reinsurance accepted by the Peoria Life on the yearly renew- 
able term plan. 

Such expense allowance during the year 1934 shall be based on the amount 
of insurance in force as of November 15, 1933, except that no expense allow- 
ance shall be paid to the Company on policies in force on November 15, 1933, 
the holders of which elect not to accept the benefits of this agreement by 
dissenting in the manner provided for in Article 48. 

The expense allowance to be paid to the Company for the balance of the 
year 1934 shall be 50% of the annual expense allowance above provided. The 
expense allowance for the calendar year 1935 and each succeeding calendar 
year thereafter, while this contract is in force, shall be based upon the amount 
of insurance in force on the first day of such calendar year, and shall include 
policies of the Company exchanged for Peoria Life policies in accordance with 
the provisions of Article 39. During the remainder of the calendar year 1934 
the Company shall be paid one third of the amount of expense allowance 
provided for such period at the end of each of the months of October, Novem- 
ber, and December 1934. Commencing with January 1935, the Company shall 
be paid 1/12 of the annual allowance for administration expenses herein pro- 
vided on the last day of each month, while this contract is in force. 


AGENTS 


87. The Company does not assume any obligation under any contract hereto- 
fore made by the Peoria Life with any agent, (regardless of classification) 
manager or supervisor, or with any other person, persons, or corporation for 
personal service. In order, however, to aid and assist in the conservation of 
the business reinsured hereby, the Company may enter into a contract (the 
form and general provisions of which shall be subject to the approval of the 
Director of Insurance of Illinois) with any former agent of the Peoria Life 
upon such terms and conditions as may be mutually agreeable. and the Com- 
pany may pay to such agent, provided he remains under contract with the 
Company and renders services satisfactory to the Company in the conservation 
of the business, a renewal commission as an expense of the business reinsured, 
on cash renewal premiums received by the Company under reinsured policies, 
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LIFE AND CASUALTY COMPAN Y—Continued. 
which may have been written by him, at a rate not to exceed 7%% per 
annum for the remaining years under which renewal commissions would have 
been payable according to the contract of said agent with the Peoria Life. 
but in no event shall commissions be paid on more than nine annual premiums 
received after November 15, 1933; and, provided further that no renewal 
commissions shall be paid to any agent in an amount or for a term in excess 
of that provided in his prior contract with the Peoria Life. If any agent who 
enters into a new contract with the Company conserves at the request of the 
Company a policy originally written by some agent other than himself, the 
Company may at its discretion pay to such agent not to exceed nine annual 
renewal commissions at a rate not to exceed 5% of the cash renewal premiums 
received by the Company on the policy. 

In lieu of the commissions above provided for, the Company may, at its 
discretion, pay to any agent who reinstates a policy which has lapsed, a 
commission of 15% of the premiums received by the Company in cash during 
the first year after such reinstatement and in addition thereto renewal com- 
missions at the rate herein provided for the remaining term for which renewal 
commissions were payable on the policy. 

Any contract which may be entered into between the Company and any 
former agent, manager or supervisor of the Peoria Life, in accordance with 
the provisions of this article, shall contain an effective provision whereby 
such agent, manager, or supervisor, releases the Peoria Life and its Receiver, 
from any claim or demand whatsoever for commissions. salaries or allowances 
not actually due and payable to him by the Peoria Life on Nov. 15, 1933. 

The Company shall have the right to withhold and apply any and all such 
renewal commissions upon any indebtedness due and owing from the agent. 

38. Inasmuch, as extraordinary field expense will be entailed in the con- 
servation, development and handling of business reinsured, during the earlier 
years of this Agreement as the result of long delays arising from litigation in 
the aforementioned cause, it is further agreed that notwithstanding the limita- 
tions contained in Article 37 hereof, the Company, with the written consent of 
the Director of Insurance may expend from the Peoria Life Fund all amounts 
reasonably necessary for field conservation of Peoria Life business reinsured or 
assumed hereunder, in addition to the payments for renewal commissions here- 
tofore authorized; provided, the total amount expended for agents’ renewal 
commissions. (not including first year commissions on reinstated policies) and 
field conservation expenses during the period between the effective date of this 
Agreement and the close of business on December 31, 1934, shall not exceed 
5% of the total premiums collected in cash on Peoria Life business after Novem- 
ber 15, 1933, and prior to the close of business on December 31, 1934, and during 
the calendar year 1935 shall not exceed 5% of all renewal premiums collected in 
cash during such calendar year. No expenditure for service at the Home office 
of the Company in the conservation of such business shall be authorized 
to be paid under the provisions of this paragraph. No expenditure for Field 
Conservation shall be authorized to be made by the Company after December 31, 
1935, (other than Agents’ renewal commissions in accordance with the pro- 





visions of Article 37) except that after said date the Company may pay to any 
agent as compensation for the collection of premiums an amount not to exceed 
2% % of all premiums collected by such agent in cash on policies serviced by 
him or under his supervision, and on which no renewal commissions are payable 


EXCHANGE OF POLICIES 
er 

39. If the insured named in any policy reinsured hereunder shall, during the 
period of this agreement, make application to the Company to have his policy 
exchanged for a new policy issued by the Company on its own form such 
new policy to be free from the lien provided in this Agreement, the Com- 
pany may issue such new policy as applied for and credit thereto any 
amount to which the insured would then be entitled under the terms of this 
Agreement. 

In case of exchange the Company shall have the right to pay (as a charge 
to the Peoria Life Fund) to the agent effecting the exchange, a first year 
commission not to exceed fifteen (15%) per cent of the premium on thie 
new policy, and in addition thereto renewal commissions equivalent to the 
rate of commission provided in Article 37 of this Agreement for the remain- 
ing term for which renewals were payable on the original policy. The Company 
may, in its discretion, in lieu of paying renewal commissions above referred 
to, as they become due, commute the entire amount or any portion of such 
renewal commissions by means of a formula to be approved by the Director 
of Insurance and pay the commuted amount in one sum at the date of 
exchange. Any remainder of renewal commissions not commuted shall be 
unaffected except as to the amount thereof. 

Any and all policies so exchanged shall be considered Peoria Life Policies 
for the purpose of this Agreement and all transactions effecting such policies 
shall be credited to or charged to the Peoria Life Fund. Any additional 
insurance issued by the Company on the same life in excess of the original 
amount of insurance carried by the Peoria Life on November 15, 1933 shall 
not, however, be treated as Peoria Life Policies. 


HOME OFFICE 


40. The company agrees to continue the operation and administration of 
the Peoria Life business and the management of the Peoria Life assets at the 
present Home Office of the Peoria Life, namely, in the Peoria Life Building, 
in Peoria, Illinois. The company further agrees to move the Home Office of the 
Life and Casualty Company from Chicago to Peoria as soon as practicable 
after the agreement becomes effective. and to rent and occupy space in the 
Peoria Life Building for the administration of all of the business and asset 
of Life and Casualty Company. For all space occupied in the Peoria Life 
Building the company shall pay from its own funds and not from the Peoria 
Life Fund a fair and reasonable rent, provided, however, that the portion 
of such rent which constitutes an investment expense shall be paid from the 
Peoria Life Fund as provided in Article 35 hereof. The amount of such rent 
shall be agreed upon between the company and the Receiver during the 
period of receivership, and after the termination of the receivership by agree- 
ment between the company and the person designated to perform the duties 
required by Article 33 hereof as long as such person is performing such duties 
and thereafter shall be agreed upon between the company and the Director of 
Insurance. Nothing contained herein shall be deemed to require the Company 
to pay, with the written permission of the Receiver. rent for space if the 
Peoria Life Building which may be occupied by it for the period ending 
December 31, 1934. 

WITHHOLDING OF ASSETS 


41. In order that no preference shall arise in favor of policyholders in 
any particular state by reason of the accident of location outside of Illinois 
of assets of the Peoria Life not deposited with any state department or 
official, it is stipulated that if any officer or department of any state or the 
courts of any state or any Ancillary Receiver or other appointee of any court 
shall withhold from the Receiver or the Company. or refuse to deliver to th 
Receiver or the Company possession of any such assets formerly owned by 
the Peoria Life, then and so long as such withholding or refusal of possession 
shall continue, the Company, in its discretion may, but shall not be required 
to, apply against the net equities of any policies heretofore issued in said state 
by the Peoria Life, or on the life of any person now a citizen or resident of 
such state, a lien in addition to that provided by Article 7 of this Agreement, 
of such percentage that the total additional liens so applied shall equal ! 
the aggregate the value of the property so withheld if such property shall be 
of a value equal to or less than the total net equities of such policies If 
the aggregate value of the property so withheld shall be in excess of the 
net equities of the policies in said state, then the total liens applied under 
this Agreement shall equal the total net equities on such policies. Such lien 
shall remain in force so long as such property shall be so withheld and shal! 
be applied and administered in all respects as provided in this Agreement 
with respect to the initial lien created by Article 9 of this Agreement except 
that such additional lien and accrued interest thereon shall not be waived on 
death claims in the manner provided in Article 11 of this Agreement but 
on the contrary shall be deducted from any settlement on any policy affected 
thereby. 

NOTICE 


42. The Receiver shall mail promptly to the insured named in all con- 
tracts and policies in force on November 15, 1933, and any assignees thereof of 
record, a printed copy of this Agreement, as executed, to which the Company 
may attach its certificate of assumption, inserted in an envelope, first-class 
postage prepaid, addressed to the name and address of each of the persons 
aforesaid last shown upon the records of the Peoria Life. By assignees of 
record is meant assignees appearing upon the records of the Peoria Life at 
its Home Office. 


GENERAL PROVISIONS 


43. It is understood that the Company does not assume any liability to 
any stockholders of the Peoria Life in any way arising out of or by virtue of 
their stockholdings in said Peoria Life, nor any liability of any character or 
description to non-policyholder creditors of the Peoria Life. The provisions 
of this Agreement shall be a complete and adequate defense by the Company 
to any action which may be brought by such stockholders or such creditors 
aforementioned. It is specifically understood that the Company does not 
assume any liability of any character or description of the Peoria Life except 
as in this Agreement expressly provided. 

44. Nothing in this Agreement shall obligate the Company, either in its 
own account or in the Peoria Life Fund, to maintain any reserve, legal, or 
otherwise, to provide for the waiving of liens or interest thereon. 
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ii. The Company may continue, discontinue or replace any reinsurance 
agreement between the Peoria Life and any other company, but shall not 
rensure tor its own account any part of the retention of the Peoria Life in 
any policy on November 15, 1933. Subject to the foregoing, the Company 
shall have discretionary powers in handling all transactions pertaining to 
reinsurance ceded by or accepted by the Peoria Life on a basis that is fair 
and equitable to the policyholders of the Peoria Life. The Receiver shall 
ign to the Company all the right, title and interest of the Peoria Life and 
of any policy but has not been paid to the Receiver or to the Peoria Life. 
and other insurance companies, together with all rights, and privileges there- 
under, including the right of the Receiver to terminate or cancel any such 
agreement. 

it. The Company shall have the right to collect any sum of money which 
after November 15, 1933 became or may hereafter become due under the terms 

any policy but has not ben paid to the Receiver or to the Peoria Life. 
Any sum paid to the Receiver and by him paid to the Company and any 
sum paid to any Ancillary Receiver of the Peoria Life and by him paid te 
the Receiver or to the Company within 60 days from the effective date of 
this Agreement, shall be credited to the policy as though the same had been 
paid directly to the Company on the date same was paid to the Receiver, or 
the Ancillary Receiver, as the case may be, provided the Company may at 
any time within ninety (090) days after the date on which any such sum 
of money is so paid to it, return the same to the person making such pay- 
ment to the Receiver or Ancillary Receiver, in any case in which the Peoria 
Lite would have had the right to return or to refuse to accept the same. 

ij. In the event any sum paid to an Ancillary Receiver shall not be paid 
by the Ancillary Receiver to the Receiver or to the Company within sixty 
60) days trom the effective date of this Agreement, without any deduction 
whatsoever, the payment to the Ancillary Receiver shall have no force or 
effect as against the Company. The payment of any sum withheld from 
the Company by an Ancillary Receiver may be made directly by or on behalf 

the policyholder to the Company within forty-five (45) days after the 
expiration of said sixty~lay period, and in the event payment is made within 
tid period it shall be as effective as though the same had been paid directly 
to the Company on the date the same was first paid to the Ancillary Receiver, 

vided the Company shall have the same right to return the money 580 
paid as hereinabove provided 

is. No holder of any policy or contract issued or assumed by the Peoria 
Life who shall be deemed to have assented to or become bound by the 
provisions of this Agreement, shall have any right, security, lien or preference 
not accorded by this Agreement or any amendment made in pursuance 
hereof, regardless of whether such right, security, lien or preference shall 
ec claimed (1) by reason of the laws or statutes of any state giving 

purporting to give to policyholders resident therein any right, security, 
en or preference over that of policyholders generally, or 2) by reason of 
ny deposit of property made with the Insurance Department of any state 
r any officer of any state, for the benefit of holders of certain of such 
policies or contracts, or as the reserves under certain of such policies, or 

mtracts, or a portion of such reserves, or to insure the payment of claims 
under certain of such policies, or (3) for any other reason whatsoever. Every 
person entitled to accept any benefit under this Agreement shall be con- 
sidered as assigning to the Company for the benefit of the Peoria Life Fund, all 
is claims against the Peoria Life, and the benefit of any right, security, lien 

r preference, whether of the character hereinbefore in this Article specified, 
r otherwise, to which he may be entitled by reason of his claims, and also 

so assigning all interest to which his claims may entitle him against all 

the assets of the Peoria Life whether located in Illinois or elsewhere, unless 
shall file a claim (which shall not be withdrawn in accordance with the 
provisions hereinafter contained) with the Receiver, as provided in the order 

f Court entered in the above entitled cause approving this contract, by 
lelivering to the Receiver, Charles V. O’Hern, Peoria Life Building, Peoria, 
Illinois, a sworn proof of claim, in duplicate, within 90 days from the date 
f entry of the order approving this Agreement All such persons so filing 
laims are in this Agreement referred to as dissenting policyholders. The 
filing of a claim in accordance with the order of Court aforementioned by any 
lissenting policyholder shall remove the policy or contract in respect of which 
uch claim shall be filed and the claim of all persons under said policy or 
contract from the benefit of this Agreement, and shall constitute an election on 
the part of such policy or contract holder and his benficiary and all persons 
laiming under him, not to receive the benefits of this Agreement unless 
uch claim shall be withdrawn as hereinafter provided. The election aforesaid 
shall be irrevocable unless within sixty (60) days from the date of the 
expiration of the time for filing claims as fixed in said order the claim shall 
be withdrawn by the claimant with the written consent of the Company. in 
which event such policy or contract and the persons interested in the benefits 
thereunder shall be entitled to the benefits provided for and shall be bound 
by this Agreement. The Company, for the benefit of the Peoria Life Fund. 
shall be entitled to assert and prosecute its claims as such assignee and shall 
be subrogated to all rights, claims, securities, liens or preferences of all holders 
of policies or contracts issued or assumed by the Peoria Life. who so assent to 
or become bound by the provisions of this Agreement and the Company shall 
he entitled to assert and obtain in such manner as it may see fit, any right, 
security, lien or preference to which the holders of policies or contracts 
issued or assumed by the Peoria Life who shall so assent to or become bound 
by the provisions of this Agreement, would have had. All of the assets of 
the Peoria Life (other than the amounts provided to be withheld or applied 
pursuant to clauses (a) and (b) of article 27 of this Agreement) together 
with the premiums due after November 15, 1933, provided to be paid and 
delivered to the Company pursuant to the terms of this Agreement, shall be 
delivered to and received by the Company for the benefit of the Peoria Life 
Fund as the assignee of all holders of policies or contracts issued or assumed 
by the Peoria Life who shall accept the benefits of or become bound by this 
Agreement, and in consideration of the assumption by the Company of the 
obligations on its part to be kept and performed pursuant to the terms of 
this Agreement. 

Nothing in this Article shall be deemed to define as a dissenting policyholder, 
a policyholder who requests the return to him, by the Receiver, or any Ancil- 
lary Receiver, of any premium paid by him to the Receiver or any Ancillary 
Receiver after November 15, 1933. Any policyholder who has paid a premium 
to the Receiver or any Ancillary Receiver, after November 15, 1933, may 
request the return of such premium and with the approval of the Court, the 
teceiver or Ancillary Receiver may return such premium to such policyholder 
and such policyholder may elect to accept all benefits of this contract which 
would have been available to him had such payment of premium not been 
made. 





49. All claims and demands which may exist against any present or former 
director, officer, employee, or stockholder of the Peoria Life for any act or 
om.ssion as such director, officer, employee or stockholder, in violation of any 
legal duty, whether statutory or not, and all claims and demands recoverable 
by the Receiver under Section 5 of an Act of the General Assembly of the 
State of Illinois entitled ‘“‘An Act in Relation to Delinquent Insurance 
Companies, Associations and Societies’’ approved June 26, 1925, as subse- 
quently amended, are hereby reserved to the Receiver and may be enforced by 
the Receiver, under the supervision and direction of the Court. The net 
proceeds of any recoveries made thereon shall be paid by the Receiver, under 
the direction and supervision of the Court, to the Company (as assignee of 
assenting policyholders pursuant to the claim to be allowed in its favor under 
Article 48 hereof) and other creditors of the Peoria Life who file and prove 
their claims in the manner provided by the aforesaid order entered by the 
Court. 

50. The term “Director of Insurance of the State of Illinois’’ whenever 
used herein shall be deemed to mean the Director of Insurance of the State 
of Illinois for the time being, and his successors in office, or if there be no 
such office, then the person or persons then exercising the power and authority 
now vested in the Director of Insurance of the State of Lllinois. 

51. The Receiver is bound by the provisions of this Agreement only in his 
capacity as such Receiver. All undertakings and warranties herein contained 
are made by the Receiver only in his said capacity and to such extent as he 
has authority to make same and there is no warranty of authority on the part 
of the Receiver to make the same. No personal liability on the part of said 
Receiver is assumed under this Agreement. 

52. The company agrees that within a reasonable period of time after the 
agreement becomes effective, two or more residents of Peoria County shall be 
elected to the Board of Directors of the company. The company contemplates 
to permanently utilize as far as practicable the present personnel of the 
Peoria Life in connection with the conduct of the Peoria Life business and to 
maintain for a period of eighteen months approximately the same number of 
employees as are now employed at the office of the Peoria Life. 

53. The rights and claims of each party hereto one against the other existing 
prior to the execution hereof shall be and remain unaffected hereby. 

54. Any matter, especially policy rights and all funds applicable thereto, 
nor specifically covered hereby shall be governed by the general terms and 
conditions of this Agreement. 

55. In order to conserve the business reinsured and to avoid unnecessary 
expense of litigation, no action or proceeding shall be prosecuted or maintained 
at law or in equity against the company involving the interpretation and 
construction of any portion of this contract in any jurisdiction in which 
the company may be subject to service of process except in the Circuit Court 
of Peoria County, Dllinois. With respect to such questions, said Court shall 
have exclusive jurisdiction and shall retain such jurisdiction over all matters 
pertaining hereto for the purpose of entering such other necessary and 
further orders from time to time as occasion may require. Any insured or 
beneficiary, however, may bring in any Court of competent jurisdiction any 
action upon his policy or contract as modified by this Agreement. 

56. If any clause, sentence, paragraph or part of this Agreement shall be 
adjudged by any court of competent jurisdiction to be invalid or unconstitu- 
tional, such judgment shall not affect, impair, invalidate or nullify the 
remainder of this Agreement, but the effect thereof shall be confined to the 
clause, sentence, paragraph or part thereof immediately involved in the 
controversy in which such judgment or decree shall be rendered. 

57. This Agreement shall not become effective until it shall have been 
approved by the Director and until the execution hereof by the Receiver is 
approved by the Court and authorized by the Board of Directors and the 
stockholders of the Company in the manner provided by the statutes of the 


Continued on next page 
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a 4 STAR HOTEL 


in New York 


& for RECREATION...69 fine thea- 
tres within 6 blocks. 1 block from 
Broadway...4 short blocks to 
Madison Square Garden. 


% for QUIET SLEEP... Our 32 sto- 
ries of fresh air and sunshine as- 
sureyou quietcomfortat all hours. 


& for BUSINESS...1 block from 
Times Square, 3 blocks from Sth 
Ave. Underground passageway to 
all subways. 


* for DINING...3 fine restaurants 
to choose from—coffee room, 
tavern grill, main dining room. 


Breakfast from 30c Luncheon from 65c 
Dinner from 85c 


tl LINCOLN 


44TH TO 45TH STREETS AT 8TH AVENUE - NEW YORK 






1400 large rooms...each with 
bath {tub and shower} servidor 
and radio. Single from $2.50. 
Double from $3.50. Special Rates 

for longer periods. 


JOHN T. west, Manager 
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LIFE AND CASUALTY COMPAN Y—Continued. 


State of Illinois. The date the Director signs this Agreement to evidence 
his approval thereof shall be the effective date of this Agreement. 

58. It is agreed that in no event shall the Company be required to pay any 
sums as provided in this Agreement until one hundred and twenty (120) 
days after its effective date. If the Receiver fails to deliver to the Company, 
within ninety (90) days from the effective date of this Agreement, premiums 
paid to the Receiver or cash or marketable securities, to which the Company 
is entitled under the provisions of this Agreement, in a sum equal to 125% 
of the amount necessary to enable the Company to make all payments to 
policyholders which it herein obligates itself to make within one hundred and 
twenty (120) days from the effective date of this Agreement. any delay in 
such delivery beyond said period of ninety (90) days shall result in an equiv- 
alent extension to the Company of time to make such payments. 

59. This Agreement may be amended at any time during the Receivership 
by the consent of the Company and the Receiver, with the approval of the 
Director and the Court, and after the termination of the receivership at 
any time during the term of this Agreement, by an agreement between the 
Director and the Company with the approval of the Court. 

60. This Agreement and all rights, duties and obligations hereunder shall 
inure to the benefit of and be binding upon the respective parties hereto, 
their several successors and assigns. 


IN WITNESS WHEREOF the Company has caused these presents to be 
executed by its President or Vice-President, attested by its Secretary. and 
its corporate seal to be hereunto affixed, and the Receiver has hereunto set 
his hand and seal the day and year first above written. 


LIFE AND CASUALTY COMPANY OF CHICAGO 











BY ——__——__ -- _- ~— — 
Its President 
Attest 
Secretary 
SEAL 

-———— -- ——_____ —_———_—— (SEAL) 
As Receiver of Peoria Life Insurance 

Company 

Approved this —_————day of-———————_ —1934 








Director of Insurance of the State 
of Illinois 


Decree of the Circuit Court of Peoria County approving the foregoing 


Agreement was entered on —_——__———-]934. 


THE LIFE INSURANCE COMPANY OF VIRGINIA 
RICHMOND, VA. 


H. O. Promotions 


The Life Insurance Company of.Virginia announces the follow- 
ing Home Office promotions, effective October 1, 1934: Robert E. 
Henley, formerly general counsel, elected vice president and gen- 
eral counsel; E. A. Crawford, formerly assistant secretary in 
charge of ordinary production in the industrial field, appointed 
assistant vice president; A. R. Kershaw, formerly manager mort- 
gage loan department, appointed assistant vice-president-manager 
mortgage loan department; H. V. Schenck appointed manager of 
the bond department; Charles T. Rogerson appointed assistant 
supervisor. 











LOYAL AMERICAN LIFE ASSOCIATION 
CHICAGO, ILL. 


Taken Over by 


BEN HUR LIFE ASSOCIATION 
CRAWFORDSVILLE, IND. 


100% Liens Established 
We are reproducing here the communication sent to members 
of the Loyal American by the Director of Insurance of Illinois 
which explains the basis of reinsurance. Following this appear 
schedules “A” and “B” as contained in the contract outlining 
assets and liabilities of the Loyal American 


State of Illinois 
DEPARTMENT OF INSURANCE 
Ernest Palmer, Director 
SPRINGFIELD 
August 13, 1934 
TO ALL CERTIFICATE HOLDERS OF THE 
LOYAL AMERICAN LIFE ASSOCIATION: 

You will find enclosed a copy of the reinsurance agreement be 
tween the Loyal American Life Association, a fraternal beneficiary 
society under the laws of the State of Illinois, and the Ben Hur 
Life Association, a fraternal beneficiary society under the laws 
of the State of Indiana, which contract has been approved by the 
Insurance Commissioners of Indiana and Illinois. 

The contract of reinsurance has passed through many revisions 
and is now in a form which we feel protects the rights of the 
members of the Loyal American considering the financial condition 
of the society. The Ben Hur Life Association has co-operated with 
the Indiana and Illinois Insurance Departments and has complied 
with the suggestions offered. We wish to emphasize that if this 
contract had not been executed and approved the alternative 
would have been liquidation. In our opinion the reinsurance agree 
ment is fair and equitable and furnishes the maximum benefits 
possible to the members of the Loyal American in view of the 
financial difficulties of said Association and the serious deprecia 
tion in the value of its assets. 

In order that the members of the Loyal American Life Associa 
tion may clearly understand the reinsurance agreement we call 
attention to the main provisions of the contract. 

1. The Ben Hur agrees to assume all of the outstanding cer 
tificates of membership of the Loyal American which are in good 
standing at the effective date of the contract, and assumes all lia 
bility thereunder in accordance with the terms of said certificates 
and the laws governing the same subject to the lien and other 
limitations expressly provided for in the contract. The effective 
date of the contract, is July 14th, 1934. 

2. The assets of the Loyal American are to be kept in a separate 
fund until December 1, 1948, and all proceeds from these assets 
and from Loyal American certificates shall accrue to the benefit 
of this fund. If the status of such fund permits, it will be used 
to reduce the lien upon certificates of members who retain their 
Loyal American certificates and continue to pay all assessments 
and dues. 

3. All death claims accrued and approved on or prior to the 
effective date of the contract will be paid in full. 

4. All death claims arising after the effective date will be paid 
in the amount provided by the certificates less the lien and all 
other certificate indebtedness. 





ee - - - 7 








next birthday. 


Basil 8. Walsh 
President 


Independence Square, 





THE HOME LIFE INSURANCE COMPANY OF AMERICA 
Protects The Entire Family 


Home life agents are equipped to serve every need for life insurance. Modern 
policies are issued, on both Industrial and Ordinary plans, from birth to 65 


A POLICY FOR EVERY PURSE AND PURPOSE 


Secretary 
Joseph L. Durkin 





John J. Gallagher 
Treasurer 


Philadelphia, Penna. 
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5. The condition of the assets of the Loyal American made it 
necessary to establish a lien of 100 per cent of the reserves. It 
should be made clear that the reserve on a certificate is usually 
very much less than the amount payable as a denih claim, If your 
certificate has a cash or loan value you can tell the approximate 
amount of the reserve, and hence of the lien, since the cash or loan 
value is only slightly less than the reserve. 

We desire to call your attention to the fact that the lien is a 
fluctuating one; that is, that the lien may increase or decrease at 
each annual valuation of the assets of the Loyal American Life, 
depending on the value of the assets and also the mortality experi- 
ence of the Loyal American group. While, of course, no definite 
assurance can be given, it is possible that the 100 per cent lien 
may be reduced at the first valuation of the assets of the Loyal 
American on December 31st, 1934, or at subsequent valuations as of 
December 3lst of each year to and including 1948. Any reduction 
in lien may possibly be offset by subsequent increases. 

Any member who transfers to certificates of the Ben Hur will 
receive a Ben Hur certificate not subject to th’'s lien, with a rate 
based upon his attained age. 

6. The lien bears interest at 4 per cent but it is not necessary 
to pay this interest in cash as it may be added to the principal. 
There is a possible except.on to this rule in the case of some old 
members who have been in the Association a large number of 
years. In these cases, as well as in all others where the lien and 
accrued interest exceed the reserve on any certificate, if no reduc- 
tion is made in the lien a part of the interest must be paid in 
cash in order to keep the insurance in full force and effect. 

7. A moratorium on cash and loan value is established for a 
period of five years. 

8 The members of the Juvenile Department are accepted as 
members of the Ben Hur and all certificates are continued in full 
force and effect without liens or deductions. 

Very truly yours, 
ERNEST PALMER 
Director of Insurance 
State of Illinois 
APPROVED: 
HARRY E. McCLAIN 
Commissioner of Insurance 
State of Indiana. 


Schedule “A” (Bonds) 
May 15, 1934 

Market Price 
at which Ben 

Hur may 
purchase or 

Par Value exchange 

Allendale, 8S. C., School 


6. M. N. Sy GET ccccvccececone $5,000.00 $2,000.00 
1939 
Astoria, Ore., Refunding 
5% J. D. DL, wees seaneees 25,000.00 3,500.00 
1M41 
Black Mountain, N. C., Imp. 
6. FA, Bee Ge. coccccccacees 12,000.00 3,600.00 
Donna, Tex., Street Sewer & Water 
6. M. 8. 1937 
Sn nn So's cneeeseses 11,000.00 1,100.00 
Dunedin, Fla., Water 
673. DD. PY Mn Acvesehs dene 14,850.00 1,039.50 
1948 . 
Fort Pierce Inlet Dist. Fla. 
6J. J. Ee oe 40,000.00 3,€00.00 
1933 
Indian Grave Drain Dist. Il. 
6. J. J. ret Te 26,000.00 2,600.00 
1935 
Lake Worth, Fla., Imp. 
6 A. O. PPG ob sdoécceowecce 25,000.00 2,500.00 
1932 


Livingston Parish, La., Road 
5 A. O. Bee We Shh cd ¥é keddeces 35,000.00 19,250.00 








Modern Life Insurance Company 


Conservative as well 
as Aggressive 





| N. J. Holmberg, JULIUS A. SCHMAHL, 
Chairman of Board President 
M. A. NATION, OSCAR HALLAM, 
Vice Pres. & Secretary Treas. & Gen. Counsel 


| Robert F. Perry, Mer. of Agencies 
547 ENDICOTT BUILDING 
ST. PAUL MINNESOTA | 























Mercedes, Tex., Refunding 


6J. J. Whew ccqueséades 26,000.00 7,800.00 
1934 
Mingo Drain. Dist. Mo. 
6 M. N. See SOEs sbcevodedetese 2,500.00 250.00 
1954 
Osceola County, Fla., Road 
6 M. N. Se Me ccdécnigewons 30,000.00 12,000.00 
1950 
Pinellas County, Fla., School 
5% F. A. PEPE secnecoeescess 30,000.00 7,500.00 
Spring Lake Drain & Levee Dist., Lil. 
3 J.J. PF ee Te 2,500.00 250.00 
South Quincy Drain & Levee Dist., IIL. 
6 F. A. Te as) ecsweedéoetves 4,050.00 405.00 
1941 
Sylvia, N. C., Imp. 
6A. O. Se Ges dcecceccucses 18,000.00 9,000.00 


$306,900.00 $76,394.50 





Schedule “B” 


May 15, 1934 
Ledger Assets 





rr Se ee SE GED Sé.deeewcedscaudeccssccceeees $173,791.71 
BEOCORGS SORES OW TORE GUBROD 2c céicccceccoccceceesecs 222,552.23 
BORG OF FOGMS OR COPCIGCROOD 2c cccccccccccccecccccces 134,239.13 
i ne i. ok cee awen wees 6 ob ue eeeedle es 306,900.00 
St a a cadéskcudadeaeeetcbeseedseuebedeeds 20,674.39 
ieee ae adasnwbbieséccedbiwtacseds 9,000.00 

Sy PE EE o's Cncoc Gueeheeebedeutdsooneee _ $867,157.46 


Non- Ledger Assets 





Interest due and accrued on Mortgages $8,600.87 
Interest due and accrued on Bonds not 
a AE ig a i a NTS pales dee a 2,897.00 
Interest due and accrued on other assets 2,500.00 
Rents due and accrued ................. 300.00 
ee ee es oa en cbabeekiben, 14,297.87 
Assessments collected by Subordinate Lodges ...... 6,000.00 
6 ko hee eee ko en eo ee $887,455.33 
Liabilities 
Death and Disability Claims ....... ccc cc ccc cc cccccce $108,395.18 
Salaries, Rents, Expenses, Commissions, etc. ........ 65,714.96 
I eh 9,673.44 
BPEL EE OTS TT LTT 2,000.00 
Unearned interest on Certificate loans ............... 1,200.00 
Bills payable in adjustment of excess reserve credits 19,475.41 
PE Sa ceeete os, Ub do edt ebw a Loecioeu bid wid voce $206,458.99 
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Old Line Legal Reserve 
Established 1899 


HERBERT M. WOOLLEN, President 
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METROPOLITAN LIFE INSURANCE COMPANY 
NEW YORK, N. Y. 
Ordinary Alone Exceeds $10,000000,000 

During the first eight months of 1934, the Metropolitan Life 
Insurance Company passed the ten billion dollar mark in or 
dinary insurance in force (exclusive of group insurance), the first 
time that that record has been attained by any life insurance 
company, Leroy A. Lincoln, vice-president and general counsel 
of the company, told a sales congress of 2,850 Metropolitan agents, 
assistant managers and managers in session at the Hotel Waldorf 
Astoria September 14th. This business has shown a steady in- 
crease from year to year throughout the depression period, Mr. 
Lincoln said. He also reported that at the end of July, the 
Company’s total business in force—ordinary, group and industrial 
combined—was only 8/10 of 1 per cent below the all-time peak 
which was attained in 1932. 

A further indication of the trend of Metropolitan business dur- 
ing the first eight months of the year, he pointed out, has been 
the decrease in policy loans and industrial cash surrenders. The 
amount of new and net increased policy loans during the period 
was smaller than for any similar period since 1930, Mr. Lincoln 
reported, while the number of industrial cash surrenders for the 
first eight months of 1934 was smaller than for any similar period 
since 1931. 


Writes Retirement Plan 

The Cone Expert and Commission Company, with main offices 
in Greensboro, N. C., has announced the adoption of a cooperative 
Retirement and Insurance Program written by the Metropolitan 
Life Insurance Company. The plan provides an assured income 
commencing at age 6 for men and age 60 for women, with 
income based on salary and length of service with the company. 
In general, the plan will provide a retirement income equal to 
1% per cent of the employee’s salary, in accordance with salary 
classifications, multiplied by the number of years of service. It 
also provides insurance protection throughout active service. 


The plan is cooperative with employees and the company jointly 
sharing its cost. 








—__—.. 


The Retirement Plan has several additional features. If an em- 
ployee leaves the Cone Company after 20 years of service and 
elects to receive his contributions in the form of an Annuity, the 
company then agrees to leave the payments it has made toward 
Retirement Income in respect of service, while the employee is a 
contributor, to the credit of that employee. 

For the benefit of present older employees whose membership 
in the plan will not provide an adequate retirement income, the 
company intends to purchase an additional amount of retirement 
income, so that the final retirement income will equal at least 36 
per cent of the employee's present salary. 


MINNESOTA MUTUAL LIFE INSURANCE COMPANY 
ST. PAUL, MINN. 
Change in Annuity Rates 

An increase in Single Premium Annuity rates will become effec 
tive October 1, Also, maximum limits of acceptance will be sub 
stantially reduced. The new rates and limits will be available 
shortly. 

The company is pleased to announce the following promotions 
or appointments in the home office staff: E. A. Roberts, former), 
Assistant Counsel, has made Vice President and General 
Counsel; and John W. Fischbach, Assistant Counsel. Dr. Me 
Cloud has been made Vice President and Medical Director. Nor 
man Il. Nelson has been made Manager of the Investment [x 
partment, and Franklin Briese, Manager. Wm. F. 
Hiagerman, formerly Auditor, has made Comptroller, and 
John J. Schoeller, Assistant Comptroller. Charles L. Dockstader. 
formerly Cashier, has been made Assistant Secretary and Erick 


been 


Assistant 


been 


Quam, Cashier. 


---—— 


MISSISSIPPI VALLEY LIFE INSURANCE 
ST. LOUIS, MO. 
Receiver's Report 
The Receivers of this company, Superintendent of Insurance 
R. EK. O'Malley and William E, Caulfield, filed their report in the 
Circuit Court of St. Louis under date of September 7. The report 
lists claims in the amount of $631,000 against the account of th 
company, and 
S615.000° be 


COMPANY 


recommendations are made that of these claims 
approved. It is reported that the Receivers estimated 
that the assets now in the company approximate $20,000 in cash 
and real estate with a book value of about $200,000. 


— 


NEW YORK LIFE INSURANCE COMPANY 
NEW YORK, N. Y. 
Buckner Not to Retire 
At its meeting September 12th the Board of Directors of the 
New York Life unanimously adopted the following Minute: 
Certain articles having appeared in the public press to the 
effect that the President of this Company had indicated a desire 
to retire and that others were being considered for the position; 
This Board regrets that currency should have been given to 
such rumors which are without the slightest foundation in fact. 
President Buckner has never expressed any such desire, nor is 
any change of the kind contemplated. 


NORTHWESTERN NATIONAL LIFE INSURANCE CO. 
MINNEAPOLIS, MINN. 


August Record Month 

New business received by Northwestern National Life in August 
set two new production records for the Company as the month's 
total exceeded that of any previous month of this year and at 
the same time established an all-time mark for August volume. 

The record-breaking total was 1,686 applications for $6,300,927, 
beating the best previous August mark—set in 1929—by 18 per 
cent. Compared with August of a year ago, the gain was 54 per 
cent. 


Single Premium Restrictions 

Restrictions on the maximum amounts which will be accepted 
or issued on single premium life policies and annuities have been 
announced by the Northwestern National Life, effective October 
15. 

On single premium life or endowment policies the maximum 
amount which the Company will issue will be $50,000 face amount 
of policy, while on single premium life annuities of any descrip 
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tion, immediate or deferred, the maximum consideration accepted 
on any one life will be $25,000. On single premium life and 
single premium life annuities issued concurrently the aggregate 
maximum consideration accepted on any one life will be $25,000. 
Northwestern National does not issue a single premium life and 
annuity combined in one contract. 

The Company has also announced that, effective the same date, 
it will no longer issue its participating Readjustment Life policies 
in amounts as low as $5,000 for the Whole Life form and $2,500 
for the Endowment at 90 form, the temporary minimums which 
have been allowed since the contracts were introduced a year 
ago. After October 15 the minimums will be permanently estab- 
lished at $10,000 and $5,000 respectively. 

Northwestern National's paid-for new business, pro rata basis, 
for the first eight months of 1934 was 25 per cent greater than 
for the first eight months of 1933. First-year premium income, not 
including considerations for annuities, was 76 per cent greater 
while total first-year premium income, including annuity consider- 
ations, was slightly more than double the total for the same 
period in 1933. 


Family Income Rider 

Family income coverage offered by Northwestern National Life 
was broadened recently with the announcement of a new Family 
Income Agreement which will extend this form of insurance to 
nearly every policy which the Company issues. This new feature 
is in addition to the Home Protector policies which the Com- 
pany has had since April, 1930. 

This Family Income Agreement, when issued in connection with 
a policy, will provide that in event of the death of the insured 
within ten, fifteen, or twenty years from the date of issue of 
the policy (depending upon the plan selected) the payment of 
the face amount will be withheld and paid at the end of the 
family income period, and a monthly income of $10 per thousand 
of face amount will be paid to the beneficiary in the meantime. 

The Family Income feature will be issued on three different 
plans, providing the monthly income for ten, fifteen, or twenty 
years, as the insured may choose. On the ten year plan the 
premiums are payable for eight years, on the fifteen year plan 
for twelve years, and on the twenty year plan for fifteen years. 
After the end of the premium paying period the insured pays 
only the regular premium on the policy. 

The annual rates, which are non-participating, at age 35 and 
on the basis of $50 monthly income are as follows for the three 
plans: 


Eight payment Ten Year Plan ......... $18.50 
Twelve payment Fifteen Year Plan ..... 26.95 
Fifteen payment Twenty Year Plan...... 38.25 


PILGRIM NATIONAL LIFE INSURANCE CO., 
CHICAGO, ILL. 


Reinsures 
STERLING LIFE & CASUALTY INSURANCE CO., 
CHICAGO, ILL. 

Effective July 31, 1934, the Pilgrim National Life, an assess- 
ment association, reinsured all of the outstanding policies of the 
Sterling Life & Casualty Insurance Company. The contract of 
reinsurance received the formal approval of Director of Insur- 
ance Ernest Palmer on September 12, 1934. The transaction in- 
volves about $600,000 of insurance in force. This reinsurance in 
no way affects the Sterling Casualty Insurance Company under 
the same management as the Sterling Life & Casualty Insurance 
Company. 


POSTAL LIFE INSURANCE COMPANY, 
NEW YORK, N. Y. 
Arthur Jordan Dies 
Arthur Jordan, President of this company and also its running 
mate the Postal National Life Insurance Company, died September 
1, after a two weeks’ illness. Mr, Jordan, who was 79 years of age, 
became head of the Postal Life Insurance Company January 14, 
1931. He was a widely known philanthropist and had been en- 
gaged in many successful enterprises throughout his lifetime. C. 
H. Jackson was elected president of both Postal companies, Sep- 
tember 19th. 





SCRANTON LIFE INSURANCE COMPANY, 
SCRANTON, PA. 


Production Figures 


During the month of August, in honor of President Stevens, 
the field force of the company produced more written business 
than in any similar period during the past year. 


STATE MUTUAL LIFE ASSURANCE COMPANY, 
WORCESTER, MASS. 


Outstanding Business Gains 


A steady increase in outstanding business has been shown by 
agencies of the State Mutual Life during the first seven months 
of 1934, with July, the last month recorded, showing the greatest 
increase. Repayment of policy loans, the outstanding paid busi- 
ness gains which are being made this year by State Mutual, and 
a notable decrease in surrenders, are the basic reasons for this 
gain. 


Mortality Statistics 


A marked improvement has been shown during the summer 
months in the mortality statistics of the State Mutual Life. 
Comparison of the actual to expected mortality during this period 
shows a decidedly favorable decrease. Figures are; 1934—47.92%, 
1933—59.46%. A decrease in mortality has also been shown for 
the eight months of 1934 over the same period of last year and 
if the present trend continues the Company will finish the cur- 
rent year with a still more favorable balance. 


STONEWALL LIFE INSURANCE COMPANY, 
VICKSBURG, MISS. 


Report of Examination Favorable 


The Stonewall Life was examined as of May 31, 1934 by the 
Mississippi Insurance Department. Extracts from the financial 
statement as of May 31, 1934 show: Income for the first 5 
months of $27,852 and Disbursements of $35,948. This latter item 
includes $14,125 representing agency balances charged off. Under 
the old management of the company which existed until about 
two and one-half years ago, it was the practice to advance cer- 
tain amounts to agents. This charge-off eliminates all these old 
advances which were regarded as non-collectible. During the 
administration of the present management practically no cash 
advances have been made to the agents. The assets as of May 
31, 1934 amounted to $252,064; surplus, $50,548; capital $100,000. 
During the first five months of the year the company wrote new 
business of $219,986 and revived $44,000. The outstanding insur- 
ance as of that date was $1,981,049, an increase over the amount 
outstanding as of December 31, 1933. The examiner indicated that 
the expenses of the home office are now at the lowest possible 
amount, there being only two active officers drawing salaries and 
only two other home office employees. As the report was favorable 
and no unusual items were disclosed it is not being reviewed 
in detail. 


SUN LIFE ASSURANCE COMPANY, 
MONTREAL, CANADA 


Extracts, Semi-Annual Statement 


ts Se GE Hevbcusccecces chntcdWisusveseer $643,180,291 
ES A a oa a ec eeash ecaeeesessensaetabedbneee 536,990,853 
DL. - chia euitcp ce nadedud receobetdssonantebesanes *3,334,286 
Surplus & Special Funds ......... bedeenteeceasecaeds 11,382,034 
LR. 0c. de panedscesetedeteboacteoeteases 14,588,718 
i rs an6 «dun gens nome enaceta endows 47,007,171 
Dt Tn, Ctiakan ee S006 6 06h cee bbb dReebedbeosewess< 79,365,673 
Total Disbursements ................. vee cudeetsbbeee ‘ 60,206,520 
Losses & Endowments .............. igeedouceceseoese 15,109,917 
Insurance Written ..............eeees, Becceccccecccces 159,747,277 
a TD WOOGD .-d000 c SeadececeeeSsct wewdveadedan 2,734, 697,002 


*Including $1,334,286 balance of shareholders’ account. 
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CON TENTS—Continued 


Franklin Life Insurance Company, ae 387. Metropolitan Life Insurance Company, New York, N. Y. 408 
George Washington Life Insurance Co., Charleston, W. Va. 388 Minnesota Mutual Life Insurance Co., St. Paul, Minn... 408 
Guarantee Mutual Life Company, Omaha, Neb........... 390 ©Mississippi Valley Life Insurance Co., St. Louis, Mo.... 408 
Guardian Life Insurance Company, New York, N. Y..... 394 New York Life Insurance Company, New York, N. Y.... 408 
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BA WED nccocoveceetgecconsesdscesossnsee FORD vrcece eee 123 Co PCED + ccncqnsccosadesssosose February .... 743 
0 Liberty Life Insurance Co.. Baltimore, Md. CEBe- GORCGTROME) cccccccccccccccsccceccepcecs BEES” subband 909 
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Every town of 10,000 population or more represented i 


An important feature of this work is the classification of 
attorneys by those branches of insurance law which they 


are best equipped to handle. 
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